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THEATER PORCES We THERA, 


POLL ON TNF ATTITUDES, IMPLICATIONS POR LABOR PARTY 
Amsterdam ELSEVIERS MAGAZINE in Dutch 25 apr 81 pp 12-14 
[Analysis by Dr F.A. Hoogendijk]) 


[Text] In ELSBVIBRS MAGAZINE for 7 February 1981 we published 
an article under the heading: "Den Uyl's Position on Nuclear 
Weapons Costs the PvdA 10 Seats." It was based on the NIPO 
[Netherlands Institute for Public inion) poll taken on 15 and 
16 December 1980 by oral interviews with 959 men and women of 
18 and over. The questions asked ran: 


"If the Labor Party should promise before the elections that 
all nuclear weapons will be removed from the Netherlands, for 
what party would you vote?" 


and 


"If the Labor Party states before the elections that the Nether- 
lands must continue to carry out some nuclear weapons tasks in 
NATO, then what party will you vote for?" 


There was an immediate reaction to that article (with unre- 
strained criticism of the questions) from Marcel van Da., PvdA 
[Labor Party] member of the Sond Chamber, and his reaction 
was published in ELSEVIERS M/ .ZINE for 14 February 1961. 


On the "Rooie Haan" [Red Rooster) TV program on VARA [Workers 
Radio Amateurs Association] on 7 February 1981 there was a dis- 
cussion between Van Dam and Dr Hoogendijk, in which the editor 

in chief of ELSEVIERS MAGAZINE [Hoogendijk] declared his willing- 
ness to have a new poll on nuclear ee taken to verify the 
first poll. Van Dam offered that the would pay half the 
costs of a new poll, on the condition that the questions would 
be worded in what he considered to be a better way. In close 
consultation it was agreed that the Labor Party, ELSEVIERS 
MAGAZINE, and NIPO would each cover a third of the costs. On 

9 and 10 March 1,046 men and women who are entitled to vote 
were interviewed for this second poll. Prom this study it 
again appears that the PvdA would get 10 more seats in the com- 
ing elections if the Socialists advocated a nuclear-weapons-free 
Netherlands in their campaign platform. 











Marcel van Pam's criticism of the first poll was that we had referred only to the 
PvdA in our question concerning nuclear weapons and not the other political par- 
ties. In this second poll, in addition to the PvdA, the “DA [Christian Democratic 
Appeal), VVD [People's Party for Freedom and Democracy], | '66 [Democrats 66], 

PSP [Pacifist Socialist Party], PPR [Political Party of Radicals], and CPN [Com- 
munist Party of the Netherlands] were included. In order to inform the interview- 
ees 45 well as possible about the party platforms with regard to nuclear arma- 
ments, their positions were presented, formulated as clearly as possible. They 
appeared as follows: 


Nuclear Weapuns and NATO (North Atlantic Treaty Organization) 
Party Campaign Platforms for the Coming Elections 


PSP and PPR . The Netherlands must get out of NATO 
No new nuclear weapons on our territory 
All nuclear weapons out of the Netherlands 


Effort to free the Netherlands from NATO 
. NO new nuclear weapons on our territory 
All nuclear weapons out of the Netherlands 


The Netherlands will remain a critical member of NATO 

. No new nuclear weapons on our territory 

RKeduce the Netherlands’ six existing nuclear weapons tasks to 
by four or five 


. The Netherlands will remain a critical member of NATO 

. No new nuclear weapons now on our territory 

. Reduce existing nuclear weapons tasks as much as possible in 
consultation with other NATO members 


CDA 1. Remain a member of NATO 
2. Not decide until December on whether or not to place new nu- 
clear weapons on our territory 
3. Not consider until December, and then in consultation with 
other NATO members, whether the number of Dutch nuclear weap- 
ons tasks can be reduced 


. Remain a member of NATO 

Allow new nuclear weapons on our territory 

. Continue to carry out Dutch nuclear weapons tasks within the 
framework of NATO 


CPN 


Labor Party 


why = wh ~— ee — 


D’66 


wt = 


wt = 


The NIPO interviewers first read the following aloud: 


"On this list are the positions of political parties on nuclear weapons in this 
country and on NATO, the North Atlantic Treaty Organization. Will you read all 
six of them and tell me which position agrees best with your own views?" 


Not all of the 1,046 asked knew how to answer, but 928 could, and a few of them 
(11 persons) expressed themselves in favor of two similar party platforms. These 
were their answers: 











Party Platforms Agreeing Best With Their Own Position: 


25.5% nuclear weapons position of the PvdA 


28 % as » | Ge 

20 4 " " A] D’66 

15.5% = as “ " PSP and PPR 
4 4 " " " " CPN 


(101; one percent chose more than one position) 


If party choices were based only on positions on nuclear weapons, PSP and PPR would 
chalk up an improbably great gain. 


Shifts in the Rank and File of the Parties 


The party platform preferences should now be analyzed first of all among the origi- 
nal PyvdA voters. On that point the results were the same in this poll as in the 
previous ELSEVIER poll. 


The PvdA voters state the following preferences: 


Those who would "now" vote for the PvdA 


Find that their own views agree 

best with the nuclear weapons position of 
PSP/PPR 

CPN 

PvdA 

D’66 

CDA 

VVD 

No opinion 


— 


uw 
own vo oOo fw & 
veuw 


E 


"Netherlands out of NATO and no new nuclear weapons on our territory,"’ the slogan 
of the PSP and PPR, is popular precisely among many original PvdA voters. More 
than one of every seven of them feel more at home with the PS?/PPR standpoint than 
with the Labor Party's nuclear weapons program. 


What would the PvdA voters do if they had the chance to vote again after reading 
the nuclear weapons planks? Nearly 5 percent no ‘onger know. Some 86 percent 
remain faithful to the Labor Party, but the rest would move--most of them to D’66, 
but some to PSP and CPN. 


To be perfectly clear about it, the relevant question ran: 
"Now that you have had a chance to look at these positions on nuclear weapons and 


on NATO once more, you should be able to consider your party choice again. For 
what party would you vote now, if elections were held today?" 


On the basis of the present party planks on nuclear weapons, the PvdA has a smal! 
loss of 0.9 percent. The CDA, on the other hand, drops back from 30.7 percent to 
27.7 percent, or a loss of 3 percent, and the VVD from 12.9 percent to 11.2 per- 
cent. A loss of 1.7 percent. D’66 is the big winner; this party goes from 

12.9 percent to 16.7 percent. A gain of 3.7 percent. 











On the IKV Tour 


But how would it have gone if the PvdA party congress had opted for; "No new nu- 
clear weapons/all nuclear weapons out of the Netherlands" (the IKV |interchurch 
Peace Council] position)? 


The PvdA would then have gained a net 6.5 percent of the voters. Prom the 
51.5 percent that chose the PvdA on the first voting question, the percentage now 
goes up to a good 38 percent. 


In the LUSEVIER poll published earlier the PvdA figure rose in connection with a 
corresponding question from 29 percent to 36 percent, or almost the same amount, 
namely 7 percent. 


The question was introduced with the words: 


"It could be that one of the >.» parties would still change its position before the 
elections of 26 May." 


Then a change °f program was presented that ran: 


a. No new nuclear weapons. 
b. All nuclear weapons out of the Netherlands. 


In varying order this position on nuclear weapons (purely hypothetical, of course) 
was attributed to PvdA, CDA, D’66, and VVD. 


In each case the question was asked: 
"If this were the party position on nuclear weapons, what party would you vote for?" 


A complete analysis of all shifts that would occur if the PvdA platform contained 
"No nuclear weapors" shows an interesting gain and loss calculation 


“IN from original Loss of original PvdA voters 


6% 0’66 voters 68 to D’'66 

3% =PSP voters - 

3% =PPR voters - 

iS CPN voters : 

5% CDA voters 1% to CDA 

28 + VVD voters 28. «to WD 

1% Voters for other parties - 
21% Interviewees who previously did 138 original PvdA voters who cannot 

not indicate any party choice make a choice on the 3rd question 





42% 22% 


Gain and Loss Calculation 


The "net gain” is thus 42 percent minus 22 percent, or 20 percent. (N.B. percent 
of the ultimate PvdA votes. That corresponds to the 6 percent mentioned earlier 
of all votes indicated.) 























if other political parties than the PvdA should want to make the Netherlands nu- 
clear-weapon-free, that also yields interesting shifts. 


If the CDA platform included "no nuclear weapons in the Netherlands," 15 percent 
of the PvdA voters would switch to the CDA, 


The same percentage (15 percent) would desert the PvdA if the VVD campaigned for 
4 Nuclear-weapon-free Netherlands, (In that case over half of the original VVD 
voters would also leave their party.) 


If 0°66 adopted "no nuclear weapons" in its campaign platform, 16 percent of the 
(original) PvdA voters would leave the socialist camp for D’66, 


Conclusion 


Marcel van Dam's criticism of the first ELSEVIER poll was wrong. The much more 
detailed approach of the new poll leads to the same conclusions as the simpler 
method of the December survey. From the second poll it again appears that the 
present statement on nuclear weapons in the Netherlands in the socialist campaign 
platform (the retention of one or two nuclear weapons tasks in the Netherlands) 
repels many potential PvdA voters. If the PvdA had instead adopted a position 

in its campaign platform that no nuclear weapons should be placed on Dutch terri- 
tory any longer, it would have made a difference of 10 seats for the socialists. 


8815 
CSO: 3105/1537 




















TERRORISM INTERNATIONAL AFFAT! 


EXTREME RIGHT ‘SPANISH BASQUE BATALLION' ACTIVITIES 
Paris LE MONDE in French 25 Apr 61 p 286 


[Article: “Spanish Basque Batallion” Presumed Responsible for the Attack on Mr 
Aguirre Unamuno) 


(Text) This Friday 24 April an improvement has been noted in the state of health 
of Mr Javier Aguirre Unamuno, aged 27, a Spanish Basque refugee wounded seriously 
Thureday 23 April at his Paris residence at 19, rue Lamartine (9th) (LE MONDE of 
24 April). The inspectors of the criminal squad charged with the investigation 
were to interrogate Mr Aguirre who has been a political refugee in France since 
1975. Known to the central director's office of the secret police, he was be- 
lieved to be the “go-between" for the political-military branch of the ETA (Basque 
Fatherland and Liberty Group) in Paris. 


The two killers burst into Mr Aguirre's apartment toward 10 o'clock. One of them 
fired three times at the Basque militant, seriously wouncing him in the abdomen 
while the other held at bay two relatives of the victim, who were on the premises, 
with his weapon. Mr Aquirre, a painter, had obtained a scholarship from the 
French high school in San Sebastian to study at the fcole des Beaux-Arts in Paris. 


Twenty-Five Attacks Claimed 


Among the hypotheses advanced by the investigators, who found the documents at Mr 
Aguirre's residence showing his membership in the political-military ETA, is the 
possibility that this is a new action on French territory by the extreme right 
organization, "Spanish Basque Batallion." During the last few months this organ- 
ization has claimed responsibility for 25 attacks in the south-west of France, in 
particular the 23 November 1980 gunfire which caused two deaths and wounded nine, 
(LE MONDE of 25 November) and the assassination of two militants believed to be 
members of the Anti-fascist Revolutionary Grouping of 1 October (GRAPO) Messers 
Francisco Martin-Izaguirre and Aurelio Fernandez-Cario, killed 28 June 1980, in 
Paris, and 29 June, at Choisy-le-roi, respectively. 





According to the investigstors the fact that Mr Agquirre's aggressors spoke French 
does not eliminate the possibility of the Spanish Basque Batallion's responsibility. 


Moreover, Mr Aguirre could have been involved in the kidnapping at Valencia (Spain) 
13 April 1980, of Mr Sanchis Suner, 68, head of a food products company, for whose 











abduction the politica/-military ETA claimed reamneibility. Mr Suner was re- 
leased after the paymert of a 125 million pesetar ransom. 


At Bayonne, moreover, 4 emali-powered bomb was exploded during che night of Thure- 
day 2) to Friday 24 April in front of a temporary employment agency. The attack, 
which lett no victima, was marked by to ietters “I.K.," the abbreviation for the 
Aberteale organization (Basque nationa.iet left) and by the word "Iparretarrak” 
which Gdesiqnates the ETA of the north. 


C801 1100/7033 

















CLANDESTINE BASQUE GROUP ‘IPARETARRAK' RENEWS ATTACKS 
Parise LF MATIN in Prench 2 Mar 61 p 16 


[Article by Jean-Paul Pargade: “Gmokey night” in the French Basque Country.") 


(Text) Fou. strong charges exploded Wednesday coward 0300 in the 
French Basque cowtry. Two other devices did not explode and were 
Giearmed by the police several hours later. This “emokey night,” 
the firet of such magnitude in the region 

relative calm, and while the local author 





the frontier the army is building up ite strugg 
itary ETA [Saeque Fatherland and Liberty Group) 


To tell the truth this series of explosions came as only half 4 surprise. One 

ago, to the day, 26 March 1980, two Iparetarrak militants, Txomin Olhagaray 
Ramuntxo Arruiz, were killed by the explosion of a bomb they were handling in 
Bayonne hospital courtyard. 


A few days ago 4 sign blossomed on the walle of the Basque coast: ["Twomin et 
Ramuntxo, your struggle was not in vain; we remember you.”) [in italics) Some ob- 


ay 
le against the mi 


minutes later, —$- ety F- > Po Ad, 4A-4, }-—~y 
next. five minutes later, the offices of the Management 

and finally, toward 3:10 a.m. the vacation village of Saint-Palais, a little rere! 
district in the interior of the Basque country. 


In addition, a few hours iater the employees of a temporary employment agency, as 
well as the employees cf 4 real estate agency in Bayonne, discovered at their 
doorstep two bombe which had not exploded. 


These attacks are aimed at the traditional targets of French Basque terrorist 
groups: the government, real-estate promoters, temporary cemployment agencies, and 














business cireles in general. Yet the strength of the explosives employed by the 
terroriete was surprising: several dogen kilos of plastic which were perhaps hid- 
den in a quarry of the Bayonne region a few weeks ago. 


There are no victims to lament but everywhere the damage is very great. for ex- 
ample, the Bayonne school complex which accommodates several hundred children has 
been closed for several days pending a decision concerning ite future. At Bayonne 
the fear provoked by this sudden increase in fervor is all the greater since the 
underground groups had attracted scarcely any attention since the accidental ex- 
piosion in 1980 of the bomb intended for the sub-prefecture, and which cost the 
lives of two Iparetarrak militants. Quite to the contrary, for several months the 
prefectoral authorities have been seeking to regain the upper han in a situation 
which hac deteriorated in 1979 and 1980. Bernard Gerard, the new sub<prefect of 
Bayonne, has even put forward a plan of action seeking to resolve the serious 
economic, social and cultural problems in the French Basque country and which are 
grist to the mill of the autonomisets. The plan of action, published last 1) 
February, pointe out the separatist movements as the adversaries against which to 
fight. The “smokey night” of the Iparetarrak group perhaps is their answer to 
that plan. Last Sunday already, another french Basque group, the Hordago group, 
(the Challenge) exploded a bom in the resort town of Guethary, pointed out as the 
symbol of ("the tourist invasion of the French Basque country.") [in italics) 


9772 
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TERRORISM PRAWCL 


PTPC, NEW CORSICAN SEPARATIST GROUP, ACTIVITIES 
Ajaccio, Chateauroux Attacks 
Parise LE MONDE in French 19-20 Apr 81 p 6 


lArticle: "An Unknown Movement ‘France-tireurs et partisans corses' Clains 
Responsibility for the Explosion") 


(Text) In a typed and handwritten message which reached the 
head office in Paris of the FRENCH PRESS AGENCY Saturday morn- 
ing 18 April, @ movement called France-ti et partisans 
corses (FTPC) (Corsican Partisans and Snipers) claimed responsi- 
bility for the attack at Ajaccio on 16 April during the visit 

of Mr Valery Giscard d'Eetaing. "The presence of the French 
chief of state on our territory is a provocation which has had 
its response at Ajaccio. We warned that there would be no 
respite. The Pasquale-Paoli unit struck the 16 April at 5:17 
p.m." the message declared. In the same message, the FTPC 
announced its creation, and in particular claimed to be the 
"heir of Pasquale Paoli.” “We, ex-combattantse of the National 
Front of Corsica (...) have decided to form the Corsican 
Partisans and Snipers and take up arms: only death or the 
liberation of our fatherland can ake us lay them down.” 
Pasquale Paoli, Corsican patriot, was the founder and chief of 
the short-lived Corsican republic (1755-1769). Born im 1725 in 
Morosaglia, Corsica, he died in exile im London in 1807, and is 
considered the first Corsican nationalist. In 1942 the National 
Front of Corsica began to bring together the first Corsican rebels. 


The FTPC recalled in ite letter, moreover, that on the eve of the Ajaccio attack 
two emoke bombs had been thrown in the hall in Marseille where Mr Valery Giscard 
d‘Eetaing was presiding over an electoral meeting. The “Pasquale Paoli group" 
claimed responsibility for this act in a telephone call to the AFP office in 
Marseille. Referring to Mr Giscard d‘Estaing's trip to Corsica the next day, the 
telephone caller added: “watch out, tomorrow.” 


Finally, in the same message the FTPC also claimed responsibility for the 14 March 


1981 gurning of the Total company's fuel storage tank in the industrial zone of 
Chateauroux. This fire, which destroyed gore than 7,000 cubic meters of fuel, 
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wae reportedly started with the help of a bundle of straw, according to the 
authors of the communique. The state security court was informed on Friday 

1? April of the attack in which one person died, a young Swiss, Peter Hits, 19, 
and eight persons were injured, Tiree of the latter are in serious condition, 
but their lives are not in danger, 


The public prosecutor's department of the state security court, to which the 
matter was referred by written order ef the Ministry of Justice, started a 
preliminary investigation, This tribunal, whose responsibilities are set forth 
in article 698 of the code of penal procedure, possesses the authority to excend 
to 6 days the detention of all persons taken in for questioning. The victimes 
themselves cannot become associated in an action with the public prosecutor except 
before the sentencing tribunal, As 4 result, they do not have access to the 
investigation's documents, 


Responsibility for the investigation was assigned to the sixth section of the 
central department responsible for the repression of subversive efforts and 
attempts against the security of the state, which is acting in collaboration 
with the SRPJ lexpansion unknown] of Ajaccio, Led by Mr Maurice Bouvier, 
central director of the criminal investigation department, who went to Ajaccio 
on personal orders of the minister of interior. Extensive resources have been 
deployed in the search for the author or authors of the attack, who had warned 
the airport police and the newspaper Le Provencal of the impending explosion. 


The detonation system was set so that the 4 to 5 kilos of plastic explosive 
would explode at 5:30 p.a@. The explosion took place at 5:23 p.m. Most of the 
victims were wounded by fragments of glass or metal from the coin-deposit baggage 
locker where the bomb had been placed. Peter Hitz was thrown against a wall 
several meters away. Suffering from a double fracture of the skull, he was 
brought to Marseilles where he died Friday morning 17 April. An autopsy was 
ordered, During the morning of Friday April 17 the police called in six persons 
for questioning. These persons were released in the afternoon after questioning; 
their identity was not revealed. It seems that these interrogations are part of 
a series of systematic checks among groups favoring the island's independence, 
However, other sources affirm the «ws a tip-off to the police, 


Interrogations, More Bomb Threats 
Parise LE MONDE in French 23 Apr 61 p 13 
lArticle: “Bight Persons Questioned After the Ajaccio Attack") 





(Text) Eight persons were questioned Tuesday 21 April at Ajaccio after the attack 
at the Compo-Dell'Oro airport on Thursday 16 April during the visit of Mr Giscard 
d'Estaing. These persons were brought to the premises of the criminal investiga- 
tion department and placed under police custody. The public prosecutor's depart- 
ment of the state security court, to which the matter had been referred, is able 
to extend the police custody to 6 days. Are these merely routine checks or are 
the police onto more serious leads? The police have as yet revealed nothing. 

On the other hand, three bomb alerts were called Tuesday 21 April after receipt 


li 

















of anonymous telephone calls, one in 4 Cargese supermarket and the two others at 
the post office and the Ajaccio police station. Searches have as yet brought no 
results. Monday 20 April the airport was evacuated and shut down for 2 hour» 
the same reasons, 


FTPC Communications 
Parie LE MONDE i. French 25 Apr 81 p 28 


lAarticle: “Clandestine Corsican Organizations Deny Their Involvement in the 
Ajaccio Attack") 


(text) The “Corsican Partisans and Snipers," who on Saturday 18 April had claimed 
responsibility for the attack at the Ajaccio airport on 16 April, during the visit 
of Mr Giscard d'Estaing, which resulted in the death of a Swiss tourist, deny any 
responsibility in the matter in a letter from "staff headquarters" dated 21 April 
and which reached our editorial offices Friday 24 April. This letter, bearing 

the inscription "A Patria o a morte!" ("The fatherland or death!") condemns “in 
strongest terms the triple provocation constituted by: the presence of the French 
chief of state on the territory of our fatherland, the bombing at the Ajaccio 
airport, and the attribution of this crime to Corsican patriots and particularly 
to the FTPC. We denounce the mixing of the declaration of the birth of the FTPC 
(message of 8 March 1981), the communique number one (19 March 1981), the note 
from headquarters and the communique number two (6 April 1961), and we are unaware 
of the “handwritten” note claiming credit in our name for the Ajaccio crime." 


In this message the FIPC headquarters adds: “This triple prov.cation is in fact 
an electoral maneuver by the French chief of state seeking to pass himself off as 
a target of Corsican patriots. Moreover, it permits, through the detention 
authority of the public prosecutor's department of the state security court, to 
carry out police operations on all sides against the Corsican people. It would 
appear useful to know who put our four messages published on different dates end 
to end and added to them a “handwritten note," according to the newspapers, to 
try to put the blame on Corsican patriots. The FTPC repeats that their military 
objectives will always be objectives that strike at the economy of the French 
state or the forces of repression or the despoilers of the Corsican people. 
Never blind attacks. We leave that tc the secret police." 


Moreover, in a telephone call to the editor's office in Ajaccio of the newspaper 
Le Provencal, the FLNC [Corsican National Liberation Front] confirmed its posi- 
tion, disavowing "any attack which could be perpetrated in its name" during the 
electoral campaign, and hence the Ajaccio airport attack. The FLNC representative 
wondered if these were not “actions of parallel services intended to discredit 
us." The editorial office of Le Provencal explained that this telephone call 

was made “through a genuine contact." The FLNC had decided on 2 April to have a 
truce during the electoral campaign. 





Moreover, the two persons interrogated Tuesday 21 April are still in police 
custody. The police are very reticent about these inquiries. 
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Finally, a supply of war materiel was discovered in the Roulon residence of a 
46-year-old contract employee of the prefecture who is of Corsican origin, Mr 
Pierre Poggi. This person is suspected of maintaining relations with the FLNC 
and has been interrogated by the police since 23 April, Some of the arms 
discovered belong to the lot of 24 tommy guns stolen 27 February 1978 from the 
Toulon regional military establishmenc, 
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TERAORI SM FRANCE 


STATISTICS ON GCORSICAN TERRORISM--One hundred fifty-six attacke were comm tted 
in Corsica between 1 January and 6 April 1961, the minister of interior stated 
Friday 17 April. These figures reveal a marked increase in terrorist activity 
in the island compared to 1980, when a total of 378 attacks were recorded for 
the whole year. The minister of interior stated that in 1979, 754 attacks with 
explosives were perpetrated throughout the national territory, including 287 in 
Corsica, Also, 22 cases of arson and acts of vandalism, 22 shootings against 
persons or property, and 3 armed commando actions against the property of various 
per. ns, should be added to the total figure. The Corsican National Liberation 
Front, the minister of interior lained, has for ite part claimed 241 attacks 
in 1980 and 112 in 1981, (text) (Paris LE MONDE in French 19-20 Apr 81 p 6) 
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TEXT OF BASQUE BISHOPS' LETTER ON ETA, MILITARY INTERVENTION 


Madrid EL PAIS in Spanish 2 Apr 81 p 14 


[Text] Yesterday, the bishops of San Sebastian, Bilbao and Vitoria made public a 
joint pastoral letter the background of which is the abortive coup d'etat, the ETA 
[Basque Fatherland and Liberty Group) terroriem and the resultant fear and restraint 
that these circumstances have created among 4 large portion of the people. The docu- 
ment urges everyone to opt for the defense of democracy. i» order to achieve this, 
the legitimately elected rulers must be the expedients for political action, the 
autonomous Basque government must apply all of its moral influence to eradicate 
terroriem and the Armed Forces must not imitate the immobile sectors which refuse 
to accept reform. At the present time, the Church must give the common good prece- 
dence over its own interests. Contrary to custom, the letter was not signed by the 
bishop of Pamplona. 


Following is the text of the pastoral letter: 
"Dear brothers and sisters: 


"We are experiencing one of the most critical and all-important periods in our recent 
history. The stability of democracy and the very survival of ite institutions are 
running a serious risk. 


"The situation is particularly disturbing for us. The EIA « subversive action and 
the central government's repressive measures are staged primarily here. Our autono- 
mous regime, which has just started, could be suddenly halted. 


"The collective spirit perceives this situation, and is being increasingly undermined. 
Yesterday's illusions are vanishing. The disenchantment has turned into fear, and 
the latter is reaching the threshold of despair among many. 


"This gloomy situation is a compe)ling challenge to the Christian conscience. Many 
members of the diocese are awaiting word that will provide clarification and hope 
amid the confusion and dismay of the present time. We bishops feel impelled by our 
pastoral responsibility to accept this challenge. We cannot remain silent under 
the present circumstances. 


"John Paul II recently commented: ‘Without profound, widespread respect for liberty, 
peace eludes mankind.’ In our capacity as pastors, we wish to contribute to the 
preservation of this liberty, without which true peace is impossible. It is for 
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this reason that we have devised some criteria for promoting a Christian interpreta- 
tion of the situation, and have made some reflections to bolater the hope of many 
and to evoke the active response that the present circumatances require. 


"Il. The Serious Rieska of the Present Time 


"1, ETA obstinately persists in military action aimed largely at harassing the Armed 
Forces. Since the attempted coup d'etat of 23 February, it has intensified its 
provocating activity, ae it had predicted. The recent acsassinations are sad evi- 
dence of thie calculated strategy. 


"There is every indication that this conduct ia intended, at least, to put the coun- 
try at the brink of a borderline confrontation, if it is not aimed directly at causing 
a coup d'etat which would establish the dictatorship and bring about the military 
occupation of the Basque Country, thereby producing among the populace an unrest 

that would benefit its revolutionary political plan. 


"Some sectors of the Basque population share and back the plan and the strategy of 
these subversive groups, in different ways and on different levels. At the same 
time, another group of an opposite type, the Spanish Basque Battalion, is countering 
them directly, with equally reprehensible killings and violent action. 


"2. In any state of law, the mission of the Armed Forces consists of serving the insti- 
tutions that the people have established for themselves. It is not incumbent on them 
to pass judgment on the legitimacy of their democratic process. Any possible changes 
in the basic laws on which political coexistence is founded must be the result of a 
debate within the aforementioned institutions. When the Armed Forces set themselves 
up as a judge of that process, and feel tempted to intervene, they are a serious 
threat to the people, rather than a real defense thereof. 


"In the light of these principles, any military intervention aimed at supplanting the 
legal order approved by the people, and at implanting another by force, must be censur- 
ed. This condemnation becomes even more severe and imperative if the new order that 

is established consists of a more or less concealed dictatorship. Political activity 
must always retain its independence from the Armed Forces, and must not be subject to 
pressure from them. 


"3, Individual and civic security is an asset necessary for the progress of liberty; 
but security at any price degrades the human being. The abuses committed against 
liberty are not corrected by giving it up, but rather through a difficult, but possible 
collective effort within the just legal order. 


"Nor is apathy toward civic problems a responsible attitude. The future of men and 

of peoples is shaped in a patient, active and solidary manner. When that future is 

in danger, the truly human stance consists of defending and promoting it with a magnan=- 
imouS gpirit. This active promotion, through liberty, is pressed upon us believers 
from the very inner recesses of our faith. Fear of liberty, a real temptation of 

our time, is not consistent with the Christian design of a new man sharing in the 
liberty of the Resurrected One, which we are called upon to make a reality on all 
levels of human life. To withdraw from civic responsibilities is not a position 
worthy of a disciple of Jesus who has received from his Lord the task of being an 
active leaven of history. 
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"The present time demands clearcut, magnanimous positions of both believers ad 
believers. It ie necessary thac both of us groups manage to live up to ou: 
condition and our Chrietian faith. 


"Il, Consolidation of Liberty, a Task for Everyone 


"Our weak democracy needs the cooperation of the entire society in order to become 
established firmly. To one degree or another, we are all responsible for the present 
critical situation. It needs both individuals and groups to make a retrospective 
examination of our criteria, attitudes, actions and omissions. It necessitates a 
clearcut decision on behalf of the people's liberty to decide upon a democratic, 


autonomous process, and against any violent intervention that would jeopardize this 
liberty. 


"Ie ie not enough for us to withdraw our support and sympathy from any forces of desta- 
bilization. There must be a positive, practical rejection of their action. 


"The Christian community, and we its pastors, cannot remain aloof from this collective 
effort. Quite the contrary, we must resolutely become involved in it. The Church 
must demonstrate, especially under these circumstances, that it is more concerned 
over the defense of human rights than it is over safeguarding ite own rights. No 
tactical calculation, and no fear of losing power or security, must restrain the 
liberty of our prophetic words and deeds. One task on the part of the Church seems 

to us to be of prime importance at present: the Christian education involving the 
believers’ sociopolitical attitudes. There is an ethic of political activity and 
confrontation that is absolutely necessary for society. 


"This ethical spirit must humanize political passion which is so often blind, intran- 
sigent and counter to solidarity. In this area, we Christians, if we are faithful to 
the Gospel, can and must render our people an inestimable service. 


"Certain social groups and classes, owing to their special role in public life, have 
a unique responsibility toward our near future: 


"1. The state's rulers have the right and obligation to adopt against armed violence 
whatever measures are necessary to defend the society. When it is time to issue and 
implement them, they must remain, with extreme care, within the bounds required by 
the fundamentel rights of individuals, social groups and peoples. 


“Any temporary exceptional measures which might be justified by reason of the common 
good must in all instances be a result of a free decision on the part of the political 
authority. In the implementation thereof, there must be respect for the inalienable 
rights of individuals, and normality must be reestablished as soon as possible. 

(cf. “Gaudium et Spes" [Joy and Hope], No 75). 


"Similarly,any discrimination in the exercise of judicial power which would make the 
latter harsh toward some and lenient toward others degrades the lofty status of the 
justice system and causes rebellion among the ones less privileged. 


"Only the legitimately appointed representatives are called upon to discharge the 
functions of government. Any coercive pressure from other spurious forces of author⸗ 
ity in the discharge of these functions constitutes an attack on democratic liber- 
ty. The people, who have elected their rulers, have a right to demand of them that 
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they prevent, to the maximum extent, any interference from other areas in the ful- 
fillment of their mandate, 


"2, Our people also have a right to expect from the autonomous government steadfast, 
clearcut action against any threat to their liberty and their desire for autonomy, 


"The lack of the necessary legal powers does not excuse it from the obligation to 
put into effect, for the purpose of eradicating terroriam, all the moral influence 
that it has among extensive sectors of the Basque popuiation. The Basque citizens 
expect it to be able, with similar integrity, to oppose any military attempt to 

halt or curtail the democratic process, And, since it is responsible for guarantee- 
ing our people's aspiration for autonomy, it is only right to expect that, in its 
dialog with the central government, it will manage to protect it from any pressure 
aimed at discrediting it. 


"3, Immobile sectors of the Spanish society have not accepted the reform of the polit- 
ical system, nor are they resigned to the definitive loss of their hegemony. In 
their opinion, the newly established democracy is the root of the major problems of 
the present time. 


"This social group has found a favorable imitation among large sectors of the Armed 
Forces which, harassed by the ETA's action and imbued with a peculiar concept of the 
unity of Spain, are not insensitive to the voices repeetedly urging them toward a 
military intervention that would control the Spanish political process. 


"The attempted coup d'etat of 23 February of this year, and its considerable influence 
on the subsequent progress of Spanish political activity, are obvious evidence of the 
reality and seriousness of this temptation. 


"4. There has been an increase in the number of citizens who, disillusioned or fright- 
ened by the abuses being committed under the protection of democracy, are becoming 
more and more willing to give up liberty for the sake of security. Identifying peace 
with mere public order, they long for a strongly authoritarian government system. 


"Perhaps more numerous are those who witness with a comfortable, indifferent or griev- 
ing impassiveness the course of events which are jeopardizing everyone's future. 


"TIL. Criteria for a Christian Evaluation of the Situation 


"1, We must condemn once again, in a clear, anguished voice, the threats, the kidnap- 
pings, the “revolutionary tax," and the attacks on the property of others and on 
public facilities committed by the armed groups. In particular, we shall not tire 

of raising our voice persistently against the deaths caused in the name of an alleged 
revolutionary justice or strategy. These deaths vilify their perpetrators, shame or 
aggravate the citizens, downgrade the ethical meaning of respect for life and besmirch 


our people's image. 


"2. The undeniable shortcomings of the present sociopolitical model, the harshness of 
certain laws which do not sufficiently guarantee the fundamental rights of the indivi- 
dual and the abuses committed by the forces of public order do not justify these 
deaths, nor invalidate the legitimacy of a democratic process backed by the will of 
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the majority of our people in consecutive electoral consultations, Hence, the armed 
groups which claim to be acting in the name of the Basque people cannot put forth 
in favor of their actions any popular mandate or consent. 


"Those who are disregarding the will of the peovle in this way, and jeopardizing 
their very survival, are behaving Like enemies of those people whom they claim to 
love and defend, 


"3, The political parties and groups are responsible for giving the common good of 

the people and the state precedence over partisan interests, regardless of how 
legitimate they may be. This ethical principle, which is always valid, has assumed 
particular timeliness in the present situation, and is materialized in the abandon- 
ment of that strategy and behavior which are currently jeopardizing democratic liberty 
and the process of autonomy (cf 'Gaudium et Spes,' No 75). 


“To preserve Liberty in order to preserve peace requires an immense effort for recon- 
struction on the part of all of us. This effort demands an abundance of hope and 
fortitude that will make us convert the disenchantment and fear into a realistic 
commitment. When the collective spirit of a people declines, there is, concurrently, 
a weakening of its capacity for work and sacrifice. Our people cannot afford to 
succumb to the discouragement that would stifle the energy which they need in order 
to become restored. Difficulties are to be surmounted, not to becoming trapped in. 


"Nothing can help us believers so much as our Christian faith, when it is time to 
generate this hope, simultaneously patient and active, that is born of the resurrec- 
tion of Jesus. If we manage to extract from our faith the added encouragement that 
our people need, and if we succeed in making it present and operative in the hearts 
of individuals, groups and institutions of the society, we shall have made the words 
of Vatican Council Tl a reality: ‘The joy and hope, the sorrow and anxiety of man 

in our time...is also the joy and hope, the sorrow and anxiety, of the disciples of 
Christ.'"('Gaudium et Spes,' No 1). 





From left to right, Bishops Jose Maria Larrauri ot Vitoria, Luis Meria Larrea of 
Bilbao and Jose Maria Setien of San Sebastian. 
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BNERGY ECONOMICS DENMARK 


ENERGY MINISTER: OUR POLICY IS RECOGNIZED AS MODEL 
Copenhagen AKTUELT in Danish 1 Apr 81 p 5 
[Article: "Our Energy Policy Has Become Big Industry") 


[Text] Denmark's energy policy has aroused attention abroad. 
Interest in our energy technology ‘es eo great that Energy 
Minister Poul Nielson is busy traveling to European capitals 
to tell of our methods of solving the energy problem. 


Interest in Denmark's energy policy is not of recent date, but in recent years the 
interest has assumed an almost explosive degree, 


A big industry has shot up in the course of a very shoit time, and exports are al- 
ready valued at several hundreds of millions of kroner, 


Interest is concentrated upon almost all conceivable opportunities for saving 
energy. But it is in particular in the field of Danish district central heating 
that Danish technology is in demand. In the field of renewable energy sources we 
are also well advanced, and we are leaders in heat pumps. Finally, the ability of 
our power p!ant to subst .tute coal for oil is legendary beyond our borders. 


Big Future for Industry 


"And we have only started in this field," Energy Minister Poul M‘elson went on, "I 
have no doubt that there is a great future for Danish industry here, if we only 
understand how to exploit the lead we have gained." 





In Poul Nielson's opinion parts of Danish industry can now reap the harvest of our 
energy policy. 


"Our renown as the leader in the energy area is no longer limited to the Interna- 
tional Energy Agency. It now reaches farther and interest in it is considerable," 
asserts the energy minister. 

Address in Switzerland 


This evening he hurries to Switzerland to give an address to a large number of Swiss 
industrial leaders interested in Danish industrial policy details. 
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The address this evening was arranged by the Danish Board of District Heating. This 
is an association of Danish district heating industries, which has set up a well- 
functioning apparatus for marketing Danish district heating technology. 


In his address the energy minister will concentrate upon district heating and on 
Danish energy policy in general, 


The Danish enterprises will then see to it that the Swiso have the opportunity to 
widen their interest on the spot. 


Poul Nielson is not unfamiliar with the task, He was recently in London and Vienna 
to tell about the Danish energy poi.cy and energy technology. 


Orders Streaming In 


Results have been good, Orders are streaming in to Danish enterprises, and it is 
a fact that over 50 percent of Europe's total district heating pipeline networks are 
manufactured in Denmark, especially in Fredericia. 


In the district heating field alone, «xports run into several hundreds of millions 
of kroner, and for the entire energy area exports have topped a biilion, 


Denmark's considerable role in the energy policy area was underlined when Poul 
Nileson last was visited by his Irish colleague, 


Conversion 


Once more, district heating technology held the center of interest; waste burning 
our ability to convert from oil to coal in power plants at lightning speed, and our 
windmills, also were of great interest to the Irish energy minister, 


"There is no doubt that the visit will result in export to Ireland," says Poul 
Nielson, He is planning to visit Ireland in the fall to follow up on the contact, 


Ability to Exploit the Crisis 


Concerning the background «’ the Danish success in the internationa’ energy area, 
Poul Nielson says? 


"We have to high degree been able to exploit the crisis to analyze the growth 
possibilities of the energy area. I believe we now are so far along that a founda- 
tion has been created for a really big industry." 


11,256 
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ENERGY ECONOMICS DENMARK 


ENERGY CONSERVATION ALLOWED 13 PERCENT DROP LN OIL LMPORT 

Copenhagen AKTUELT in Danish 5 Apr 61 p 14 

[Article: "We Have Saved 3 Billion Kroner for Energy") 

[Text] Denmack’'s total bill for energy in 1980 wae 21 billion kroner. 


Even though thie is a considerable amount, the bill is nevertheless 3} billion kroner 
lower than foreseen a year ago by the Energy Administration. 


Had we not been able to show an admirable ability to conserve, the energy bill would 
have sneaked above 24 illion kroner. 


Better Than Hoped For 

When the Energy Administration a year ago worked out a prognosis for 1980 energy 

consumption it wae taken for graated that we could conserve, but nobody uad dared 
hope that the willingness to save would be so strong. 

The Energy Administration had planned for an energy bill of 23.2 billion kroner. 


Consumption of of) products in particular went down last year. Wet import of oil 
went down by 13 percent. 


The greatest conservation wae in heating o1l, where consumption was reduced by one- 
fifth. But in the case of gasoline and diesel fuels as well, there were reductions 
of 8 to 9 percent. 


From O11 to Coal 
The world-famed ability of our power plante to convert from ofl] to coal was continued 


in 1980. From a coal consumption of 7.5 gillion tons in 1979, last year we reached 
10 million tone of coal. 


This means that in the course of 4 years we have been able to double our coal con- 
sumption, and today coal covers 32 percent of our total energy consumption, while 
oil accounte for 67 percent ae against 76 percent in 1979. 




















Despite conservation and conversion to coal, our net expenditures for energy in- 
creased greatly from 1979 to 1980, We had to spend 5 billion more than in 1979, 
when our cost for energy wae 15.8 billion kroner. 


Price Increases 


Not least the drastic increases in crude of] prices caused thie great price increase, 
The price of crude of] rose by an average of 75 percent last year, and refined oil 
products rose by 35 percent, 
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ENERGY RESEARCH FUNDS--Energy Minieter Poul Nielson will epend 100 million kroner 
over } yeare to develop Danish * rescarch. 
obtain part of the money from the EC treasury and tranefer it to the 
This is apparent from an application fros 
committee, The expenditure for 1981, 44,2 willion 
appropriation in the finance law and from employment funds. The 

distributed over a oumber of areas: energy uses, support technologies, and support 
functions. Poul Nielson mentions three projects, namely use of low temperature 

heat for electrical or mechanical energy production in industry, solar ceil inetalla- 
tions at Vester Bogebjerg at Skaelekor, and large heat pumps. If the expenditure 
exceeds | million kroner, further projects will be submitted to the finance committee. 
Since 1976, a total of 542 million kroner has been set aside for energy research 
development. [Text] [Copenhagen AKTUVELT in Danish 31 Mar 61 p 16) 11,256 







ENERGY CONSUMPTION DOWN--According to the annual review by the Energy Administration, 
1980 was the first year after the 1973-74 of] crisis that showed a great reduction 
in energy consumption. O11 imports were 11 percent lower and sol 
lower that foreseen by the Administration when last spring it 
for Denmark's 1980 energy importe. The bill for energy was therefore 
kroner lower than estimated only a year . Nevertheless, the net 
foreign exchange for energy imports in 1980 was over 5 billion kroner 
in 1979 because of rising prices, as shown by the annual review. Compared with the 
previous year, the total registered energy consumption dropped by 6 percent in 1980, 
but corrected for so-called gradage and net export of electricity, the real drop is 
8 percent. Divided among products, energy consumption shows a drop of 13 percent 
for oil products in that 8 percent less gasoline was consumed, 20 percent less 
heating oil and petroleum, 9 percent less diesel fuel, and 7 percent less fuel oi] 
than in 1979. In 1980 consumption of oil products for energy purposes was 67 per- 
cent, a8 against 76 percent in 1979, according to the Energy Administration. [Text] 
[Copenhagen AKTUELT in Danish 26 Mar 81 p 29) 11,256 
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LESS ELECTRICITY USED--The total Danish consumption of electricity in February, 19681, 
was found by the Association of Danish Electric Plants to have been 2077 sillion 
kilowatt hours, which is a drop of 69 million kilowatt hours compared to February 

of last year. [Text] (Copenhagen AKTUELT in Danish 31 Mar 81 p 10] 11,256 
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ENERGY ECONOMICS Swede 


SOCIALISTS’ ENERGY PROGRAM EXAMINED 
Stockholm DAGENS NYHETER in Swedish 6 Apr 81 p 2 
[Editorial: “Blocked Energy") 


[Text] The Social Democrats continue to speak with two voices about the energy 
policy. The referendum carried on line (2) the discontinuing of nuclear energy 
by at firet more than doubling it. In spring 1980, with the support of the center 
and the moderates, they drove through the decision that at most 12 reactors were 
to be started up, and that the last reactor must be closed down no later than 

the year 2010. Better late than never, to be sure, but how late? In the next 
century is a joke. 


In response to the government's "Big Blue" (proposition 1980/81:90) on guide- 
li for the energy policy the Social Democrats were more sparing of language, 
more concerned with the environment and renewable sources of energy than most 
people. But as a matter of fact, nothing was indicated that showed a greater 
willingness to re-examine the house the party had built: the world's nuclear 
energy per capita for this century. Uranium is to be mined though it is not 
needed for our own nuclear energy as line 2 asserted, and even though it is not 
to be exported! The 180-kilometer-long hot water pipeline from Froremark to 
Greater Stockhole is to be built (intentionally or unintentionally to make nuclear 
energy permanent, as Jan-Erik Ryman, the energy chief, foresees). In addition, 
according to the Social Democratic motion, an attempt will be made to tap heat 
from the reactors in Barseback. Not even the moderates have so openly dared 

go so far as concerns establishing us firmly in nuclear energy. 


And this in our country so favored in hydroelectric power, so much land and 
water, good soil for growing energy crops in forests and farms, huge reserves 

of peat, steady and strong winds for the wind power plants Swedish industry 

seems to have better markets for abroad than at home, an amazing amount of sun- 
shine, and, not least, an amazing amount of coastal and sea water from which 

free and eternal sun heat could be obtained by means of large heat pumps. Munici- 
pal waste water and industrial waste heat are also important heat pump reserves; 
heat pumps that return two to three times the electric or oil energy spent on 
thea. 


Stal-Laval's new 10 to 12 megawatt heat pump, for example, is said to be able 
to handle the heat needs of up to 4,000 housing unite and to produce heat for 
less than .10 krona per kilowatt hour. If the accounting method ‘s correct, 
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the contemplated nuclear heat from Foramark in the 1990's would not measure up 
to this. Certain critical analyses (e.g. that of KOMMUN-AKTUELT, 9/81) have 
foreseen figures of up to .19 krona per kilowatt hour. 


The Social Democrats criticize the government--and rightfully so--for dismissing 
out-of-hand the so-called Nynas project for combined production of methanol, 
gas, and hot water for southern greater Stockholm through gasification in 
Nynashamn of residual oi! and coal. They have likewise criticized the govern- 
ment's report on “large heat pumps" as an alternative to Forsamark hot water and 
coal-fired power plants for heating greater Stockholm, but which provides no 
assesement for the country as a whole. The Social Democratic motion calculates 
that the total contribution from heat pumps could, as early as 1990, amount to 
about 30 tWH according to the government's unpublished calculations. (Let us 
parenthetically note that this is twice as much as the doubled electric heat 
for which the surplus nuclear energy will be used, and which still saves no more 
than perhaps 1.5 million tons of the 27 million tons of oil we now consume 
annually.) 


The Social Democrats seem to be open to a considerable investment in heat pumps 
(which can advantageously be run on other fuels than electricity) and wish to 
dampen the rush for coal that has broken out since coal served its dirty purpose 
in the referendum propaganda as a warning shot against the nuclear power oppo- 
nents. This is good, as is the fact that the party criticizes the government 
for not having set up any electrical energy balances for the period after 1990 
and has not even sketched how nuclear energy is to be wound down from the 1990's 
to the year 2010. This amount's to almost as much energy as that of hydro- 
electric power, to be replaced by other electric power or merely be saved! 


Nor have the Social Democrats themselves indicated a way out of the dilemma they 
themselves have created--namely that of using nuclear energy to an unreasonable 
extent so that alternative domestic energy is blocked, and subsequently to 
abandon nuclear energy during a short period of time. This hollows out their 
rhetorical indignation. 


It is now rumored that the Social Democrats’ proposal for a parliamentarian 
commission for nuclear energy abandonment is to be rejected by the non-socialist 
parties in the civilian commission. This would not be wise. To be sure, the 
Social Democratic proposal is a tactical one in that they thus have an alibi 
vis-a-vis the environmentalists and their own members in Safe if the proposal 

is rejected, and the hawks in some LO [National Federation of Trade Unions] 
organizations should be satisfied with talks of uranium mining, the Forsmark 
pipeline and other things. 





It would be best, however, if Falldin and Ullsten stuck to their original positive 
attitude. This would force the Social Democrats to come right out in the open. 
For example, their present resistance to both coal and Swedish woods products 

for energy production seems tailor-made for saying at some future time: "Unfor- 
tunately, we must go on with nuclear energy." 


Moreover, the government parties will be forced to grasp the hot iron: how will 
it be possible some time to abandon nuclear energy: Is it more than empty talk? 
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ENERGY LCONOMICS SWEDEN 


FIRST PLANT USING SAWDUST, FOREST WASTES TO START 
Stockholm DAGENS NYHETER in Swedish 30 Mar 81 p 
[Article by Peter Sandberg: "“Sawdust--011 of the Forest") 


[Text] “It is not true that increased use of wood for fuel 
would harm the wood products industry. We are prepared to 
pay for the ‘green chips,’ 40 percent of which are now left 
in the forest. ‘tt would rather be of benefit to lumbering 
and thereby to the forest products industry," says Sten 
Gabrielli of Energy Fuele AB, Boras, an enterprise that is 
now building Sweden's first plant for sawdust production, 
a fuel with many of the advantages of oil. 


Sten Gabrielli and his partner Goran Hulteen are both construction consultants. 


"When the construction sector began to shrink many of our potential customers 
turned to us and asked if we could solve the energy problem. While studying the 
problem we came into contact with Jan Abom of Chalmers, among others, who has 
studied sawdust combustion," says Sten Gabrielli. 


In addition to being indigenous and renewable, sawdust has a number of attractive 
properties as a fuel. Perhaps the most important is that with rather limited 
investments by the user it has the same advantages as oil. It is easily stored, 
it is easy to automate combustion, etc. In addition, sawdust can be produced 
advantageously from leaves, sticks, bark, and twigs, today left in the forests. 
The raw material is a dry powder with o moisture content of 3 to 5 percent and 

a grain size of fractions of a millimeter. As a rule of thumb, the smaller the 
boiler the more finely ground the fuel must be. 


"In this method the powder is blown into the burner, with each grain enveloped 

in air and burning in a free position in the same way as oil. This is an advantage 
compared to, for example, chips and peat, which burn in a glewing heap, difficult 
to control. 


"The combustion temperature is about 1200 degrees, so that most of the carcinogenic 
substance formed in a log fire, most often at about 800 degrees, are not present," 
says Sten Gabrielli. 
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It te possible to obtain higher temperatures, but at that point the ashes begin 
to melt, become eticky, and leave deposits in the boiler. 


Fille for Plastics 


"In the United States much experience has been gained in firing with powder. 

Among other things, the food processing company El Monte fires with pulverized 
peach pits. Down in Europe there are a number of wood powder plants, the products 
of which are used as fill material in the plastics and cosmetics industries, 

among other thinge. Finely ground wood powder is also used by the SKF [Swedish 
Ballbearing Factory] for putting the final polish on ball bearings. "We have 
traveled around some to study how a plant should be constructed," says Sten 
Gabrielli. 


Sales rights in Sweden to American burners have also been obtained. 


The plant now being built in Ulricehamn will have, (to start with,) a capacity 
of 20,000 tons and 60,000 tons at full capacity, corresponding to 28,000 tons 
of heating oil 3. 


The cost of the plant is about 35 million. It has been financed by loans and 
contributions from the Oil Substitute Fund, among others. Energy Fuels AB was 
the first matter taken up at the first meeting of the Oil Substitute Fund. 


Seven Hundred Kronor per Ton 


"The price will be about 300 kronor per ton, cheaper than heating oil 3. One ton 
of ofl corresponds to 2.2 tons of wood powder," says Sten Gabrielli. 


The plant accepts ordinary chopped chips as raw material. It is finely ground 
into bits about 12 millimeters in size. These are dried (in a wood power burner 
which consumes 10-15 percent of the fuel content,) whereupon the chips are 
ground to a powder. The dried powder can be stored, since biological activity 
ceases at a moisture content below 13 percent. 


The plant is automated and maintains itself during production. All systems are 
closed and operate in a vacuum to prevent dust formation. 


The product is stored in « silo and hauled to customers in tank trucks. At first, 
ordinary flour and cement trucks will be used, but a trucking firm is investi- 
gating the possibility of building special vehicles that will vibrate the powder 
instead of blowing it. 


For the time being the raw material is obtained from the energy company of Souther 
Forest Owners and from a sawmill. 


"To start with we shall concentrate on medium sized boilers. We are to install 

burners in a hospital, a swimming hall, etc. As concerns private residences we 

have no burners available as yet. Here it is a matter of having an organization 
that handles a certain number of customers, an appropriate distribution network, 
and other things. 
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"l believe a possible way of diatribution to private residences would be in air- 
tight packages, approximately like those coffee comes in," saya Sten Gabrielli. 


In his opinion it would be possible in this way to replace 5 to 10 percent of 
oil consumption when we have new forestry equipment that protects forests better, 
and perhaps in addition a similar amount when forest culture for energy begins. 
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ENERGY ECONOMICS SWEDE. 


SWEDEN SECRETLY REPLENISHED OIL RESERVES 
Stockholm DAGENS NYHETER in Swedish 9 Apr 81 p 36 
[Article by Olle Rossander: "When Stocks Are Full, Statistics Change") 


[Text] As Swedish oil storage tanks are being filled the statistics of the IBA, 
the Oil Club, are changed. 


Despite the fact that the oil reserve situation has improved dramatically in 
recent years it does not seem to show up in the secre: IEA statistics. 


Up until 1979 Sweden included in its oil-in-storage reports some of the secret 
stores reserved for emergencies. In this way oil in storage could be said to 
be the IEA requirement for 90 days of consumption. 


When the state's peacetime crisis reserve reached adequate size in 1980 the 
statistics were changed and preparedness reserves were no longer included in 
the reports. 


According to IEA figures Swedish reserves should correspond to 154 days of con- 
sumption. 


If Sweden were cto report as it did prior to 1979, the reserves would be even 
larger. 


Reserves "Too Large" 
Several other countries show similar flaws in their reports. 


The reason why Sweden decided to alter its statistics was that it was not desir- 
able to show “too” great reserves. 


According to information given DAGENS NYHETER by a well-informed civil servant, 
too great reserves could have lead to demands upon Sweden to use them in reducing 
the great demands upon the free oil market which existed in 1979. 


If these reserves had been sold the demand would have been dampened and a threat- 
ening oil crisis averted. 
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The Swedish attitude was based upon Sweden's neutrality policy and special 
climatic problem necessitating larger reserves than those of other O11 Club 
members. 


Therefore Sweden can and should adjust its reserve reports according to its own 
needs, 


Proposals are still current in the O11 Club, the TEA, and the EG on how an oil 
crisis should best be met. This would somehow affect those reporting the 
greatest reserves. 


Great Improvement 


Today, Sweden reports that both the oil companies' commercial reserves and the 
special peacetime crisis reserves are being built up. 


Since Swedish consumption is decreasing and reserves continue to be built up, 

the statistics will show great improvement in coming years. Changing Swedish 
statistics is therefore once more being discussed so that only peacetime reserves 
are included. 


In that case the tables would show only 90 days' consumption, and the risk of 
our having to share with others would not be very great. 


The Oil Club statistics, which DAGENS NYHETER has read, is incomplete for other 
reasons as well. Due to carelessness and ignorance, some member countries submit 
erroneous figures. Others, like Sweden, "fix them up" consciously. 
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ENERGY ECONOMICS SWEDEN 


TOWN GETTING FIRST PEAT-FIRED DISTRICT HEATING PLANT 
Stockholm DAGENS NYHETER in Swedish 12 Apr 81 p 42 
[Article: "Peat Handles Energy Need") 


[Text] Peat could handle Sweden's entire energy need for several years. But 
only now, with oil prices continuing to rise, is peat becoming attractive as a 
source of energy. 


There are still only a few peat-fired installations in operation. 


A conference on peat was recently held in Stockholm. It was arranged by the 

Swedish Biochemical Society (Svebo), with Provincial Governor Bength Norling, 
Karlstad, as chairman. Members of the society are businesses, authorities, 

and private persons. 


"Sweden's peat resources have a fuel value equal to 4 million tons of oil," 
reported Professor Olle Lindstrom. "It is possible that peat will be dug on 
up to 500,000 hectares of land by 1995." 


Professor Lindstrom pointed out that 20,000 new jobs will be created by peat 
digging on 500,000 hectares. This will produce peat equivalent to 20-25 million 
tons of oil annually. In 1980, Sweden consumed 27 million tons of oil. 





Land owners, energy companies, forestry companies, municipal power plants, and 
state authorities now reckon with peat to a high extent. Peat has not been used 
as a source of energy in Sweden since the end of World War II. 


The Hydroelectric Administration cooperates with several municipalities to get 
peat-fired thermoelectric plants and hot water centrals. The first municipal 
peat-fired district heating plant will begin operations in 1983, with the LKAB 
[Swedish Ore Mining Co.] as the peat supplier. 
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ECONOMIC DEN MARK 


FINANCE MINISTER JAKOBSEN PLEDGES TO AVOID FURTHER CUTS IN 1981 
Copenhagen AKTUELT in Danish 1 Apr 81 p 25 
{[Article: "Minister Promises No New Taxes and Fees This Year") 


(Text) The government is ready to carry forward the economic 
action program agreed to among the Social Democrats, the Radical 
Liberals, the Center-Democrats, and the Christian People's Party, 
said Finance Minister Svend Jakobsen yesterday. 


According to the plan, decisions concerning expenditures are to be made before 
summer vacations. The situation this year is different from what it was last 
year, when the government presented a completed program. It is now a matter of 
necessary adjustments and changes where they are needed, said the Finance 
Minister. 


No New Tightening This Year 


Svend Jakobsen rejected new economic belt-tightening in the form of new tax and 
fee increases in 1981. This is not what is needed now, said the minister. "We 
shall have sufficient time to evaluate 1982 developments. We shall have time to 
do this in the course of the summer. Among other things, we shall watch interna- 
tional economic developments to see how prices in Denmark develop in coming months. 
This will provide a significantly better background for establishing the income 
side for the finance law at the end of the year." 


Svend Jakobsen said that defense will continue to be kept out of negotiations on 
the action program for economic policy. Nor was defense part of the May agreement, 
nor will it be part of the nuw negotiations now begun, said the Finance Minister. 
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ECONOMIC DENMARK 


PRODUCTION DROPPED 4 PERCENT IN 1980; EMPLOYMENT DECLINING 


Copenhagen MANEDS BORSEN in Danish Mar 81 p 22 


[Article: “Industry: Production Down 4 Percent, No Hope for Speedy Recovery] 



















































































[Caption, Fig. 1:] The economic setback is now seriously affecting Industry. Pro- 
duction dropped markedly at the end of 1980, 


[Text] Industrial activity is dropping markedly, Despite the fact that the domestic 
market was especially slack throughout 1980, industrial sales were at a relatively 
high level up to and including the third quarter, What was last on che domestic 
market was made up for in the export markets. Now however, the export markets are 
shrinking seriously as international economic conditions are worsening. Thus, 
industrial sales fell by all of 13 percent in November. The domestic carket con- 
tinues to be catastrophically poor, where industrial sales were 17 percent below 
those of the previous year. Export sales dropped by 7 percent, and this is some- 
thing new; during the previous quarter export sales were at approximately the same 
high level as in 1979, 


The capital goods and intermediate production industries are having hard times in 
particular. The two industries showed a drop of a little less than 20 percent, 25 
percent in the domestic market and 12 percent in the export markets in total. 


The consumer goods industry escaped almost unscathed through November. Export sales 
rose by about 2 percent, but sales in the home market dropped about 6 percent. There 
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is no hope of speedy recovery in industrial sales. The home market will thie ven: 
be characterised by 4 marked drop in investments, housing cometruction, and cove 

tion, and there ie no prospect of 4 turn in the international economic situation 

until, at the earliest, the end of the year, 


Aad orders on hand are dropping steadily. At the end of November it wae in real 
terms 15 percent emaller than the previous year, amounting to less than 4 month's 
production, A couple of yeare ago typical ordere on hand amounted to 2 month's pro- 
duction, in total, the world's industrial production is expected to drop by about 
4 percent after the stagnation of last year, 


Wages and Employment; Hope for a Better Competitive Position. 













































































[Caption, Fig. 2] Wages are rieing auch less rapidly than they did 4 year ago. 
Thies year, wages are expected to rise by about 9 percent, ae against 11 percent 
last year. 


About 20,000 to Leave Production 


{Text} Reduced industrial activity hae inevitably affected employment and wage 
developments. Thue industry employed 6 percent fewer workers in October than the 
previous year. The number of white-collar workers rose by 4 scant 1 percent. A 


total of 17,000 jobs was lost in only one year. 


The loss is primarily concentrated in the intermediate production industry, which 
to a high degree depends upon construction and consumer goode industries. The 
intermediate production industry had to discharge 9,000 workers, about 11 percent 
of the labor force. Similarly, employment in the consumer goods industry dropped 
by 7,000, or about 6 percent of the work force. it is a feature of the employment 
reduction that it hite men and women equally hard. 


This year industrial production is expected to drop by 4 percent, which in conjunc- 
tion with a productivity imaprovement of a few percent age pointe means that indus- 
trial employment is reduced by a further 20,000 men this year. 


Wage increases have been markedly reduced. On the average the industrial worker's 
hourly wage rose by a little over 8 percent from October 1979 to October, 1980, 








At the beginning of the year wage increases were typically 12 to 15 percent. There 
is no doubt that the economic setback must take a great deal of the credit for the 
favoresle wage development, 


Por the year a8 a whole industrial wages rose by about 1) percent. With lengthened 
vacations included the increase wae about 13 percent, 


Thies year industrial wages are expected to rise by 8 to 9 percent, At firet glance 
wage increases of thie size do not seem to be impressively low, but we must go all 
the way back to the early 1960's to find an equally low, moderate increase. Finally, 
wage increases are a couple of percent lower than in the other OFCD countries, This 
bodes well for the ability of the Danish economy to compete, and thereby for 


employment, 
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ECONOMIC FEDERAL REPUBLIC OF GFR ‘Ad 


FIVE INSTITUTES VIEW ECONOMY, SUGGEST POLICIES 
Weet Berlin DIW WOCHENBERICHT in German 16 Apr 81 pp 175, 161-191 


Report on the economic situation by the following members of the Association of 

rman Economic Research Inetitutes, Eesen: German Inetitute for Economic Research, 
Berlin; HWWA Institute for Economic Research, Hamburg; IFO Inatitute for Economic 
Research, Munich; Inetitute for World Economics, Kiel University; Rhineland-Weet- 
phalian Inetitute for Economic Research, Essen: “The Situation of the World Economy 
and West German Economy in Spring 1981," completed in Eesen, 10 April 19817 


/Excerpt/ The Economic Situation in the FRC 


The basic trend of economic development in the FRG continues weak. Though the de- 
cline in demand has slowed, lately even stopped, thie is obviously due to temporary 
influences. 


The causes of this weakness stem from foreign trade as well as domestic circumstan- 
ces. The renewed steep rise in oil prices reinforced the pressure on costes and 
prices. This was accompanied by another deterioration in the current account. In 
conjunction with the high interest rates prevailing in other countries, especially 
the United States, that resulted in continuing pressure on the D-mark exchange rate. 
This pressure persisted even when the difference in interest rates shrank due to 
rising interest rates at home and declining rates abroad. It iw Likely that various 
political considerations, such as the events in Poland and the change in the U.5.Ad- 
ministration, may have contributed to that development. 


The Bundesbank reacted to the weakness of the D-mark and the increased price rise 
by curtailing the money supply and raising the bank rate. 


Financial policies swerved toward consolidation without, however, resolutely tack- 
ling the necessary restructuring of public budgets. The cuts made mainly affected 
orders for public investments. Consequently business development was adversely in- 
fluenced instead of aided. Nevertheless the state's financial deficit continued 
to grow. 


Private enterprise initially either could not or would not fully adjust the volume 
of work to the development of output. As 4 result the rise in productivity per 
working hour came to a stop--in industry it actually declined--, and wage costs 
per unit increased substantially. Subsequently enterprises began to reduce their 
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labor forces, especially because profite were more and more affected, As a result 
unemployment rose faster. 


Riging Demand From Abroad 


Though business development in most of the FRG's partner countries continued to 
show a downward trend, orders from abroad have risen steadily since last fall. Of 
late they even exceeded the high level of the first quarter of 1980. Since the be~ 
ginning of 1961 goode exportea have matched the rise in demand. 


The contrast in the development of business abroad and our exports ie due mainly 
to the fact that 


== The lower valuation of the Demark raised the competitiveness of products from 
the FRG, 


== The considerable devaluation of the De-mark triggered expectations of an early 
revaluation, and thie may have resulted in anticipatory orders, 


— Inventory reductions abroad, which had temporarily depressed exports very auch, 
have now slowed down, 


— The long expected increase in demand from the OPEC countries has finally begun. 


Exports to the United States and the OPEC countries are rising strongly, while deli- 
veries to the EEC countries are stagnating. The slight upward trend of exports to 
the developing countries (excluding OPEC) is due to the jump in deliveries to a few 
countries, especially Mexico and Argentina; exports to other countries in this 
group, however, are depressed by a tight foreign exchange situation and in this re- 
semble the situation in the state trading countries. 


Export firms have used the exchange rate-related competitive edge not only to main- 
tain or gain market shares; in many cases they have also raised their prices. Since 
last fall in fact prices have risen sharply, especially for raw materials and pro- 
duction goods, less for consumer goods. 


Persistent Weakness of Private Consumption 


Since spring 1980 private consumption has ceased to rise, with the exception of 
short breaks. At the beginning of 1981 it resumed ite decline. Affected were main- 
ly purchases of durable consumer goods, such as furniture, electrical appliances 
and--once again--automobiles. In addition to the slackening in the rise of dispos- 
able income this weakness was due mainly to the increased inflation in the cost of 
living. The decline in employment is becoming more and more of a factor. It was 
one of the causes for the slackening in the rise of income from paid employment to 
the point where it has reached stagnation. On top of that there was a delay in the 
conclusion of the new standard wage agreements. The tax relief for earned incomes 
by way of reduced taxes has been largely canceled by the rise in the rates of con- 
tributions to the retirement and health insurance funds. 
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Of course some of the employmenterelated loss of income is balanced by rises in un: 
employment and short-time compensation, Moreover, at the beginning of the year th. 
government raised the child allowance, Retirement benefits, on the other hand were 
not raised more than in the preceding year. 


Slight Decline in Equipment Investmenta 


Up to now equipment investments reacted to the weak market and unfavorable credit 
terms by no more than a slight decline. A drop wae expected ever since, a year ago, 
orders began to slacken off. The weakening in the inclinatio to invest is due to 
a rather large extent to economic policies. Even disregarding monetary policies, 
the restrictions on public orders to the conetruction industry and cute in alloca- 
tions to the German Federal Railway produced a atrong adverse reaction. 





Until lately the investment inclination of private enterprise generally has turned 
out to be relatively robust in contrast to the weakness of the economy as a whole. 
Here the stiff rise in the cost of energy hae a major role: Not only does it pro- 
vide an incentive for investments designed to replace oil and conserve energy, it 
also compels the early replacement of machines and vehicles which have become uneco- 
nomic due to their high energy consumption. In addition there is a greater use of 
modern technologies. 


Definite Decline in Conetruction Investments 


The signe of retardation are much stronger with respect to construction investments. 
Following a slight decline in the course of last year they are now dropping quite 
rapidly. The differences in the trend for buildings and equipment arise for one 
from the greater susceptibility of construction investments to the worsening of 
credit terms, for the other from severe restrictions on public investments which 
account for a third of total construction. 


The development of commercial and industrial construction is nearly as healthy as 
that of capital investments. One of the reasons is the fact that the share of con- 
struction investments in fixed asset investments is particularly large in sectors 
such as the energy industry which has so far shown very little decline in the incli- 
nation to invest. Orders for commercial civil engineering have dropped quite sharp- 
ly, probably because the projects of the program for future investments have large- 
ly been completed, and the long-distance heat sector has delayed orders in the ex- 
pectation of new programs. 


Continuing downward is the demand for residential construction. The rise in the 
second half of 1980, arising in connection with the lower interest rates at that 

time and the expectation of persistent high rates of inflat’ 1, turned out to be tem- 
porary. Of some help, though, were the measures for moder ..ation and insulation 
which resulted in the maintenance of employment in the finishing trade. 


The sharpest drop has been in public construction investments, in part as the result 
of consolidation efforts in the wrong place, in part due to the end of the program 
for future investments. An added factor in the decline was the traditional pro- 
cyclical investment behavior of local authorities. It had a particularly adverse 
effect on civil engineering, especially road construction. 
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The slackening of public and residential construction investments is certainly due 
aleo to the substantial rise in construction prices, which awallowed far more money 
than planned, In the meantime the decline in demand has slowed down the price up- 
creep. In recent monthe construction prices rose little, least in road conetruc~ 
tion, most in housing conetruction, 


Beginning of Financial Restrictions 


In 1980 territorial authorities expanded their expenditures by nearly 9 percent, 
slightly more than in the preceding year. Budget appropriations were far exceeded 
by the Laender and local authorities in particular. Unplanned high increases oc-~ 
curred with regard to personnel costs as well as--price-related=-to public invest- 
ments. Federal excess expenditure was caused by higher interest payments, social 
services, the federal armed forces and stockpiling for the federal crude oil reser- 
ve. 


However, in the course of the year the rate of the rise in expenditure diminished 
quite noticeably, and not only because there had been a push in spending at the be— 
ginning of the year. In the fourth quarter federal and Laender expenditures were 
only 3 percent above those of 1979; not least because spending appropriations 
were cut--for example subsidies to the Federal Railways by DM1.5 billion=-- and entim 
projects deleted. Orders to the construction industry were about 20 percent lower 
in volume by the end of the year compared with the previous year. 


The expenditure cuts coincided with tax relief for corporations and private house- 
holds: The abolition (decided upon in 1978) of the payroll tax and the rise in the 
tax exempt amounts with regard to trade earnings and wages taxes. 


Corporation tax revenues were particularly affected by the weakness of the economy, 
while the yield from the wages tax actually rose more than assumed in the budget 
plans. 


The total revenues of the state rose by 6.4 percent in 1980, in other words less 
than expenditures, so that the financial deficit rose by DM11 billion to DM52 bil- 
lion. 


Weakening Decline in Output, Increased Rise in Unemployment 


The decline in general output, begun in spring 1980, slowed down considerably in the 
winter half. ,In early 1981, according to the official figures, industry even re- 
corded a rise but this is likely to be no more than temporary. The utilization of 
the total production potential is probably 5 percent lower now than last year. 


By comparison--and that goes for the development in the corresponding 1974/1975 
downturn--the effects of the decline in production on employment have so far been 
slight. Initially they showed up only in shorter working hours, to the detriment 
of productivity. Since the fall they have begun to affect employment. However, so 
far this has dropped by “only” 120,000, far less than in the corresponding period 
in 1974/1975. The rise in short-time work also was far smaller than at that time. 
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An important reason for the greater collapse of employment in 1974/1975 waa the 
fact that, a8 a consequence of many years of labor shortages, firme had tended to 
hoard manpower, Moreover in 1974 wages and salaries in the economy as a whole had 
risen by more than 13 percent, and firme therefore felt compelled fully to exploit 
productivity reserves by way of personnel cuts, As a result the improvement in pro- 
ductivity slowed down very Little in the 1974/1975 recession while it has stagnated 
for some considerable time in the current downturn, 


Nevertheless the rise in unemployment is no less alarming thie time, especially be- 
cause it began at a high level, At the end of March 1.21 million unemployed were 
registered with the employment exchanges, 335,000 more than a year before. The 
seasonally adjueted increase from September to March amounted to 200,000; the unem 
ployment rate rose from 4 percent to 4.8 percent. 


Another Steep Rise in Prices at the Coneumer Level 


The slowing of the rise in consumer prices gave way to another speed-up in recent 
months. One of the contributory factors was the decline in the De-mark valuation. 
Despite weak demand price increases were quite substantial especially with respect 
to industrially produced durable and other consumer goods. Another factor was the 
passing-on of earlier and current increases in oil prices, as a result of which gas, 
electricity and even coal got much more expensive. Accumlated price rises happen- 
ed early in the year with regard to several administrative prices and fares, espe- 
cially in transportation and the services sector. 





Last winter the annualized rate of inflation amounted to about 6 percent. Lately 
the corresponding level of the previous year was exceeded by 5.1 percent. 


Monetary Restrictions Tightened 


Without a doubt business was adversely affected by the policy of scarce and expen- 
sive money, pursued since 1979 and increasingly justified by foreign trade consider- 
ations. The central bank money supply grew much less than would have been appro- 
priate for financing production to the extent of potential growth coupled with the 
simultaneous limitation of total inflation to the extent virtually inevitable in 
the short run. For 6 months the expansion of the money supply was in fact below 
the target range for 1980, fixed at current rates of 5-8 percent. 


The Bundesbank did loosen the reins somewhat in early summer, when interest rates 
dropped sharply, especially in the United States; but at the turn of the year it 
pulled them in once again: It ceased the allocation of “normal” advances on securi- 
ties, which were unlimited as to amounts and granted at 9 percent interest. In- 
stead it now grants only special advances on securities at 12 percent, a mich high- 
er rate. The banks own loans are checked not only by this hike in the rate but also 
by the fact that the Bundesbank may alter the availability and interest rate of 
these special advances at any time. 


The tightening of the reins was a consequence of the pressure on the D-mark exchare 
rate, which had increased — last fall. The demand for foreign currencies rose 
because the current account . cic kept climbing and so did interest rates abroad, 
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thereby stimulating capital outflow. Moreover international depositors tended more 
and more to prefer dollar investments, partly as a sign of confidence on the success 
of the new American Administration, partly aleo as a result of the serious crisis in 
Poland, Affected most thereby was the Demark which had earlier gained importance as 
as international investment medium, In the European Monetary System the D-mark 
again slid to the lower margin of the agreed range and had to be supported by exten- 
sive purchases. 


Against the criterion of potential-oriented monetary policy there was in fact no 
good reason for tightening restrictions, Admittedly monetary expansion was strong 
toward the end of last year. At that time the central bank money supply returned 
to the target range. In the first 3 months of 1981 it was actually in the upper 
half of the target range for that year, which is limited by current rates of 

4-7 percent. 


The persistent speed-up in the demand for credit must be ascribed largely to tempora- 
ry influences. To a considerable extent it is due to the fact that, in view of the 
rise in interest rates on the Euro markets, many firms repaid foreign loans, repla- 
cing them by domestic bank loans. Borrowing for housing orse because excess costs 
required subsequent financing. 


The temporarily very strong expansion of cash and sight deposits (money supply Mj) 
is due mainly to the fact that interest rates for time balances dropped in the se- 
cond half of 1980, setting into motion switches from time to sight deposits. Furth- 
ermore, the expectation of rising interest rates on the capital market may have 
caused investors to temporarily keep their assets Liquid. 


The tightening of monetary policy had the foreign trade effect intended by the 
Bundesbank, especially because it was met by lower interest rates in the United 
States and some other countries. The bull market in dollars weakened; in the Euro- 
pean Monetary System the D-mark went from the lower to the upper end of the range. 
However, the price rise in and shortage of the money supply is bound once again to 
restrain the expansion of the money and credit supply. 


Out Look 


The forecast of economic trends in the further course of the year begins with two 
basic assumptions: The cumulative effect of tie oil price push, restrictive finan- 
cial and monetary policies and pressure on profits has passed its apex. Develop- 
ments continue cyclical; endogenous processes cuh as stock movement and also entre- 
preneurial investment activities still display cyclical features. The recession is 
therefore nearing the turning point. 


In view of the continuing strong rise in prices, a large deficit in the current ac- 
count and the weak status of the D-mark vis-a-vis the dollar, the economic authori- 
ties still hesitate to shift to a potential-oriented line. That is one reason why 
it is difficult with any certainty to gauge the timing of the about-turn Equally 
difficult is any predicition about the intensity of the next upward movement. How- 
ever, as the turning point is unlikely to arrive until the latter part of the year, 
the results of the forecast for the entire year will not be mich affected by these 
uncertainties. 
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In addition to the two basic assumptions thie forecast rests on various hypotheses 
regarding general conditions: 


— The assumptions regarding the development of world business, world trade and in- 
ternational oil markets are explained in detail in the section on the world eco~ 
nomy, # aresult of these reflections it is expected that demand and output will 
once again begin to rise in the industrial countries toward the latter part of 
the year. Cost and price inflation is likely to slacken in m ost countries. 
Consequent upon the gradual revival of demand in the industrial countries and 
the continuing sharp rise in imports by the OPEC countries the volume of trade 
will expand once again. Oil prices will increase, if at all, only to keep up 
with worldwide inflation. 





— As far ae the Demark is concerned, revaluation expectations are bound to arise in 
the course of the year. Following ite considerable real devaluation, the inter- 
national competitiveness of German products has sensibly improved. The rate of 
inflation in the FRG continues substantially lower than in other industrial coun- 
tries. For the past few weeks the D-mark has once again been the strongest cur- 
currency in the European Monetary System. Many people expect the French franc 
to be developed and, subsequently, most of the other partner currencies. The 
Demark will probably gain against the dollar aleo, but here political factors may 
interfere. At the same time the nominal revaluation of the Demark is unlikely to 
much exceed the differences in rates of inflation. 


— Monetary restrictions will peebably be somewhat eased in the foreseeable future. 
Considering the likely development of the D-mark exchange rate, the noticeable 
trend to a decline in the current account deficit and the expected lowering of 
interest rates abroad, the Bundesbank will acknowledge that scope for easing mone- 
tary policy, which it does not believe it has at this moment. Interest rates on 
the money and capital markets will drop accordingly. 


— The Federal Government has begun to adjust the switches. It rejects “classic” 
revival programs, preferring 4 medium-term program to encourage structural change. 
That is likely to help the inclination to invest. However, there will not be 
much in the way of spending increases this year. 


— So far there has not been a trend setting standard wage agreement in the 1981 
round of wage negotiations. It is suggested, though, that the majority of con- 
tracts will be settled at between 4-5 percent. Teken together with carry-overs, 
prior charges and fringe benefits standard wage levels would thus rise by just 
over 5 percent in the average of the year. 


Exports--Revival in the Course of the Year 


The rise in exports in the first months of 1981 is probably due not only to the in- 
centives provided by inventory planning and the real D-mark devaluation. Very 
likely deliveries were anticipated due to the expectation of D-mark revaluation. In 
reaction thereto another decline in exports is likely this spring. A permanent re- 
vival of exports may be expected only in the second half of the year, once the con- 
tractive effect of the recession in the other industrial countries has come to an 


end. 





Demand from the oil countries will continue to exercise a considerable pull on ex- 
ports. The range of German goods on offer and the large proportion of high quality 
goods in it still responds to the import desires of these countries, 


On the other hand demand from the developing countries (excluding OPEC) is under 
pressure from the inflation of oil prices, lower export earnings and the immense 
debt burden carried by these countries. As in former years opportunities for addi-~ 
tional borrowing will be crucial here. In general these opportunities still seem to 
be adequate, so that another=-albeit smaller--rise in exports to these countries 
may be expected. 


Exports to the state trading countries aleo are likely to increase very little. Die 
regarding internal economic difficulties in some of these countries, most of them 
have foreign exchange problems similar to those of the developing countries. 


In general a renewed rise in exports is to be expected in the second half of 1981. 
Probably it will exceed that of the world exports of industrial products. 


Export prices are likely initially to rise at about the same rate, but the rise may 
slow in the second half. In addition to the probable revaluation of the D-mark that 
will be due to the gradual subsidence of inflation in many customer countries. 


Public Finances Set for Savings 


Financial policy aims at a low limit to the increase in the public deficit. The 
1981 tax relief package is to be financed so as to be deficit neutral. Involved her 
are DMIO billion: The amendment of the income tax tariff and the standardization of 
exemptions for child care costs will reduce revenues by about DM7.5 billion this 
year, the increase in child allowances and housing allowances increase expenditures 
by DM2.5 billion. 


The Fiscal Planning Council had stipulated limiting the rise in spending to 4 percent. 
The Federal Government's budget appropriations observed these limits. However, new 
burdens on the federal budget are already discernible. The subsidy to the unemploy- 
ment insurance fund, for example, will probably have to about DM4 billion more than 
anticipated. There is also considerable uncertainty about the development of defense 
spending. On the other hand the Federal Government decided on several measures to 
relieve the budget, but most of these will only take effect in future years. Addi- 
tional revenues will be derived this year from the increase in the oil and spirits 
tax as well as higher contributions from the Bundesbank and the Federal Post Office. 
Savings are expected to accrue from the cuts in subsidies and commnity tasks. 


The Laender intend to raise spending by only 2 percent. Much the same applies to 
local authorities. The latter are experiencing a particular need to save money be- 
cause they will receive less investment subsidies from the Laender and must expect a 
slight decline in tax revenues. 


Contrary to the declarations of intent, the emphasis of the cuts is on investment ex- 
penditure. In the case of the territorial authorities the total will be 2.5 percent 
lower than in 1980; that represents a decline of 7.5 percent in volume. 
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Though the rise in the total spending of territorial authorities is unlikely to be 
reduce to 4 percent as planned, it may well come down to 5 percent. Including 
social security the rise will probably amount to 5.5 percent. 


Following 8 percent and 9 percent increases in earlier years, 1981 gavernment spenu 
ing on goods and services will rise by only just about 6 percent, primarily because 
hardly any additional hiring is planned. To be provided for is a greater increase 
than in 1980 with regard to income transfers to private households. Although retire- 
ment pensions were again raised by 4 percent only, the rise in unemployment compen- 
sation payments is producing a significant effect. Far larger sume than in the pre~ 
vious year will have to be found for interest and other payments with respect to the 
discharge of international obligations. One of the factors here is the Federal Gov- 
ernment's promise of June 1980 to reduce the British contribution to the EEC budget 
(DM1.8 billion). 


The public financial deficit is bound to rise further, despite all efforts to the 
contrary, because revenues are growing far more slowly than before. Following 7 per- 
cent in the past 2 years they will increase by only 3.5 percent in 1981. The 1981 
financial deficit is Likely to achieve a dimension of DM66 billion, DMI14 billion mom 
than in the previous year. Of that amount DM11 billion are to the debit of the ter- 
ritorial authorities; their tax revenues will increase by only 2.5 percent due to 

the weakness of the economy, so that the "cyclical" deficit will rise substantially. 


Another Decline in Construction 


Demand for housing will probably decline once again. By this time prices of resi- 
dential buildings are so high that--at current interest rates--fewer and fewer 
private households are able to afford the mortgage payments. Moreover earnings ex- 
pectations are depressed. A change is likely to occur only later this year, when 
interest rates begin to come down. Even then no quick rise in demand should be ex- 
pected. As we know private home buyers initially tend to assume a wait and see at~ 
titude in the expectation of further reductions in interest rates. As a consequence 
of poor profits in recent years, privately financed and preferentially taxed rental 
construction has shrunk to virtual insignificance. No more than weak impulses are 
to be expected from public housing construction in view of the tight money situation. 
Rehabilitation and modernization alone support housing construction, especially be— 
cause they are promoted by various programs. 


In public construction the consolidation efforts of public budgets are having an ad- 
verse effect, because they are mostly at the expense of investments. The financial 
plans of local authorities intimate a decline in real investments of more than 10 per- 
cent. A similar decline is to be expected with regard to the Federal Government, ari 
the Laender also have severely cut their investment appropriations. 


Demand for commercial and industrial construction has not slackened much. It is to 
be expected that it will continue to be stimulated by rising investments by the Fed- 
eral Post Office and the energy industry. 


If the development of demand in the various construction sections proceeds as de- 
scribed above, real investments in public construction will drep sharply (- 7.5 per- 
cent), in housing construction also noticeably (- 5 percent) and in commercial and 
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industrial construction slightly (= 2 percent). Total construction anvesatments will 
be 4-5 percent below last year's level, The price upereep will again weaken quite 
definitely, most of all in public construction where it was particularly vigorous in 
recent years. In the average of the year the rate of price increases is likely to 
be almost halved but will still exceed 5 percent, 


Dec lining Equipment Investments 


The continuing decline in the demand for investment goods leads us to the conclusion 
that equirment investment will fall until rather late in the year, although not 
quite so much, For the immediate future we cannot expect any improvement in the in- 
clination to invest because the investment calculations of private enterprise are 
still subject to considerable difficulties. Sales and profit expectations have con- 
tinued to worsen, if anything, especially in view of restrictive monetary policies 
and high interesc rates, Moreover, the high level of interest rates encourages the 
inclination fo invest in financial instruments rather than fixed assets. 


While these difficulties are reasonably short-term, there is also the uncertainty 
arising from the indecision of the political authorities, especially in matters of 
energy supplies and the use of new communication techniques. 


At the same time the difficulties are in part compensated by the economic compulsion 
to confront the structural change by product and process innovations; these will pre- 
vent the collapse of the inclination to invest. However, we cannot expect an upturn 
in the inclination to invest until these difficulties are somewhat eased. Even 
should this happen in the course of the second half of 1981, investments for this 
year will not really benefit. The best we can expect is stabilization. Assuming 
this course of events, total real equipment investments will be some 3-4 percent 
lower in 1981 than in 1980. 


Revival Impetus From Changed Inventory Planning 


In view of the unfavorable sales and profit situation and the high interest charges, 
the trend toward smaller inventory investments will continue, albeit somewhat weaker. 
In the course of the current downturn also firms are very apt to exaggerate the ad- 
justment of inventories to demand. Consequently later this year there will be com- 
pelling reasons for upward corrections of inventories, thereby supporting production. 
We cannot, however, expect a really strong build-up of inventories this year. 


Stagnation of Private Consumption 


The development of private consumption in the further course of this year will be 
determined by stagnating and even slightly declining real incomes of private house- 
holds. Standard wage agreements for the majority of wage earners are expected to 
move within a range or 4-5 percent. Even such agreements--up to now described as 
too low by the labor unions-~-, taken in conjunction with the further worsening of 
the terms of trade in the average of the year and the rise in the social security 
contribution rates--are bound to depress profit margins because the rise in produc~ 
tivity will be small and a full shift of the higher costs to the customers impos- 
sible in view of the money supply shortage. Firms will therefore endeavor to 
counteract higher costs by another cut in personnel and more part-time work. Total 
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man hours worked are likely to drop by about 3 percent in 1981, gross wages and 
salaries to rise by only just about 3 percent. In view of the tax relief but in 
creased rates of contribution to social eecurity, the rise in net incomes will 
amount to about the same as last year. 





Especially in view of rising unemployment and siort-time compensation benefit pay- 
ments state income transfers to private households will increase far more than the 
total of wages and salaries paid. The total disposable incomes of private house- 
holds is estimated to rise by 5 percent. As consumer prices will also increase by 
5 percent in the average of the year, private households will have no more dispo- 
sable income than last year. 


Not to be dismissed outright are the fears that the savings rate will rise at the ex- 
pense of private consumption=-as the result of the increasing uncertainty of employ- 
ment and high interest rates. To be taken into account on the other hand is the 
consideration that households do not change their consumption habits fundamentally 

in the short run. 


In the process real private consumption may decline slightly for some time, due to 
the initially greater downturn of total man hours worked. As, however, that down- 
turn as well as the rise in consumer prices will probably slacken in the course of 
the year, a small increase is likely later on. 


Decreasing Current Account Deficit 


In view of the initial further drop in total demand and the corresponding decline in 
output, goods imports will at first fall off also. Important here in addition to 

the cyclical effect is the decrease in oil consumption and the worsening of the com- 
petitiveness of foreign suppliers resulting from the strong real D-mark devaluation. 


Once demand stabilizes and the inventory cycle begins to change, the decline in 
goods imports will be succeeded by a slight increase. The change is likely to come 
first in the importation of primary products, which had dropped particularly sharply 
as the result of inventory cuts. 


For the year as a whole real imports will be 3 percent lower than in 1980. As ex- 
ports are likely to achieve roughly the level of last year, the real surplus in 
goods trade will rise. In nominal terms the surplus in the balance of trade in 
goods is estimated to rise by about DM5 billion, despite the worsening of the terms 
of trade expected for the average of the year. Though the deficit in service trans- 
actions is on the increase, a slight decrease in the current account deficit is 
foreseeable. 


The coming months are likely to bring a change in the trend of current account de- 
v lopment, not least because the terms of trade will further improve in the course 
o. the year: Goods imports are unlikely to get mich more expensive. Prices of raw 
materials (excluding crude oil) will probably change very little. Moreover it may 
be assumed that price and cost disparities will result in a D-mark revaluation vis— 
a-vis the U.S.dollar as well as within the European Monetary System. As a result 
the rise in prices of imported goods will slow down. 
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Change in Output Trend Toward End of Year 


The decline in the gross national product is likely to be arrested and replaced to- 
ward the end of the year by a slight upward movement. Better prospects are discern- 
ible for exports in the second half. Initially domestic demand will probably de- 
cline even more and then begin to gradually stabilize. In view of the improvement 
in competitiveness this will benefit domestic producers most of all. For the total 
of the year the real gross national product is expected to be about 1.5 percent low= 
er than in 1980, 


Marked Worsening on the Labor Market 


The situation on the labor market will worsen through the year. Initially firms 
will more than hitherto adjust total man hours worked to declining output and en- 
deavor to raise productivity to reduce costs. It is difficult to estimate in how 
far thie will result in more short-time work or a general cut in employment. It 
dors seem, though, that the reductions in total man hours worked will again (as has 
been the case for some time past) proceed largely by way of manpower cuts. 


Total employment will most likely drop for the entire year and not begin to rise 
again until some time in 1982. In the average of 1981 it will be about 250,000 down 
on the previous year; by the end of 1981 it is likely to be as mich as 400,000 be- 
low the 1980 figure. 


Affected mainly will be employees in industry and construction/civil engineering. 
The finishing trade is unlikely to suffer much of a decline, and employment in the 
services sectors may even continue to rise; however, that increase will be somewhat 
smaller especially because the public agencies are exercising restraint in hiring. 


In the further course of this year unemployment will rise substantially, especially 
because the potential of wage earners is growing. Of course this is not fully re- 
flected in recorded unemployment, because some of the potential employees will tem- 
porarily give up the search for jobs and move over to the latent reserve. 


Seasonally adjusted registered unemployment will probably rise to 1.4 million by the 
end of the year. In the average of the year it will amount to 1.25 million compared 
with 800,000 last year; the unemployment rate thus rises from 3.8 percent to 

5.3 percent. 


Cooling Off of the Price Climate 


The fall forecasts expected price upcreep to weaken yet again. This failed to hap- 
pen due to the persistence in the real D-mark devaluation, another steep rise in 
crude oil prices and the considerable increase in wages costs per unit. These fac- 
tors are likely to continue to affect the situation for some time. At consumer 
level, for example, further price increases are to be expected for gas, electricity 
and other types of energy as well as for consumer goods the production of which is 
energy intensive. At the same time administrative prices will aiso ri:2. The in- 
crease in the mineral oil and spirits tax as of | April alone raises the cost of 
living index by 0.3 percent; higher farm prices have a similar effect. 
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In the further course of the year the dampening effect of monetary policies » 
again come to the fore. The rate of increase of consumer prices, amounting | 

cent (annualised) in the first quarter, will probably come down by about hall in | 
latter part of the year. By comparison with 1980, however, the rate of increas 
will still be above 4 percent at the end of this year and 5 percent in the average. 


Economic Considerations 


At the moment economic goals are being missed more=-and with a more serious effect 
than wae expected last fall: The economic situation features a definite weakness in 
growth, high unemployment, steep price increases and a substantial current account 
deficit. These are the consequences of the coincidence of the oil price explosion 
and the international recession with an economic policy which failed properly to re- 
act to these challenges. 


— Financial policies concentrated entirely on budget consolidation by way of drastk& 
cute in public investments, because they lacked the courage to interfere with the 
law of performance. The result was an additional weakening of the economy. 


— Monetary policies aimed entirely at the rapid stabilization of prices and exchame 
rates; by keeping the expansion of the money supply unduly emall they narrowed the 
scope for investments. 


— Wages policies were oriented entirely to the security of the incomes of job hold- 
ers; they depressed profit margine and weakened the inclination to invest. 


As all this operates with delayed effect, the economic development of this year is 
largely predestined. Any attempt by economic policies to influence 1981 results to 
any extent worth mentioned would be more or less doomed to failure simply because 
of this delayed effect. At the same time hastily cobbled programs are unlikely to 
meet the need for structural change and growth promotion. To be recommended there- 
fore is a thoughtful strategy drawn up for the medium term: 


— Monetary policies should not deviate from a potential-oriented course, even if 
some targets were to be missed by inappropriate financial and wages policies, or 
the exchange rate came under pressure of foreign trade influences; deviations 
would do more harm than good. 


— Wages policies should adjust to changes in block data. If real transfers must be 
made in favor of other countries, and if additional workers are to get jobs, com 
paratively lower wage contracts will be needed. If the willingness for further 
professional training is to be improved, larger wage differentials will be re- 
quired. 


— Turning away from anticyclical demand control, financial policies should not go 
so far as to lapse into procyclical policies. Budget consolidation has too many 
adverse side effects unless coupled with the restructuring of public expenditures 
and revenues, which encourage the willingness to work of both employees and em- 
ployers and encourage growth. 








Upon publishing ite money supply target for 1981 the Bundesbank announced that it in- 
tended to guide the central bank money supply to the lower end of the target range 

in case the Demark were to come under devaluation pressure, large money outflows 
abroad threaten the balance of payments, or the price upereep at home gather undue 
atrength, As pressure on the Demark exchange rate etrengthened at the beginning of 
the year, the renewed tightening of monetary restrictions was quite logical from 

the standpoint of the Bundesbank. However, this does have serious effects which 
could have been avoided. 


In assessing ite money supply target the Bundesbank assumed that the production po- 
tential would grow by 2.5 percent and the total price rise be limited to 3.54 per= 
cent. Lt then subtracted | percent in consideration of the fact that this year the 
speed of circulation would be greater than last, due to the “backlog.” It there= 
fore computed a rate of 5.5 percent in the course of the year as the “potential~ 
appropriate yardstick” for the expansion of the central bank money supply. 


Due to the subtraction for the change in the speed of circulation thie approach to 
the target ie not acceptable in terms of potential-appropriateness. In fact it pute 
a etps to the decline in interest rates which normally accompanies a reduction in 
total economic capceity utilization in conjunction with potential-appropriate expan- 
sion in the money supply. As a result the business downturn is reinforced and ex- 
tended. That applies all the more when the expansion of the central bank money 
supply is guided to the lower end of the target range which the Bundesbank once 
again imposed. The scope of the target range, 4-7 percent, incidentally devalues 
the presetting of the money supply as a guideline for financial policies as well as 
for private enterprise and labor unions. 


At the same time the Bundesbank emphasized its intention to keep the money supply 
within the lower half of the target range, it justified its decision by claiming 

that the FRG economy was liable to get caught in a vicious circle of devaluation, 
higher import prices, increased rates of wage raises and inflation, more capital out- 
flow and accumulating devaluation. This concern is in fact justified only in the 
case that monetary policies actually finance such a process. While there may be an 
initial move in that direction if potential-oriented monetary policies were adopted, 
it would not go very far: Devaluations initially strengthen inflation at home, but 

it does not last because the purchasing power of incomes declines and, consequent 
upon rising interest rates, the attempt to keep up the demand by reducing savings or 
additional borrowing cannot go very far. Should wage raises be agreed to equalize 
devaluation-related inflation, this would in the first instance certainly result in 
rising interest rates (even if there were a potential-appropriate expansion in the 
money supply) and exert pressure on corporate profits, the inclination to invest 

and, therefore, employment also. That, however, would not be the Bundesbank's fault. 


As the reduction in the current account deficit is bound to proceed little by Little 
only, the FRG economy depends on capital imports. In view of the comparatively low 
interest rates here these are available only when international investors expect re- 
valuation. Such expectations are all the more likely now because our advance in the 
stabilization of price levels is still considerable, and a decrease in the current 
account deficit already discernible. 


Should, against all expectations, no revaluation hopes emerge, it would be necessary 
to allow the DOmark to be devalued. This would help lower the current account 
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deficit, because it would reduce demand for foreign goods and services and there 
trigger replacement processes at home, Moreover exports would get cheaper and f. 
eign demand increasingly directed here, 


True, the line adopted by the Bundesbank, that is scarce and expensive money, alae. 
aide capital importe and the reduction in the current account deficit, but thie is 
at the expense of an upswing in the economy and growth opportunities. After all, 
high interest rates serve mainly to hold down investments, adversely affect employ~ 
ment and, ultimately, lower incomes and private co xsumption, 


To avoid such a development the Bundesbank should restrict iteelf to its proper funec- 
tion, that is to finance production appropriate to potential growth, and gradually 
reduce total inflation. Such a restriction would include the stipulation that it 
should not react with the abandonment of the potential-griented line to economic and 
noneconomic events abroad, which affect exchange rates. 


Though the standard wage contracts on the horizon for 1981 fall well below those of 
the previous year, they still do not sufficiently take the unfavorable economic e#i- 
tuation into account. They are not even neutral in terme of distribution. Ase a re- 
sult the worsening in the profit situation will continue this year.) One of the con- 
tributory factors may well have been the timing of the early wage negotiations: Eco- 
nomic prospects then were assessed more favorably. The collective wage agreement 
partners economic optimism was encouraged by those responsible for economic policies; 
only Lately a few of them have pointed out the seriousness of the economic situation. 


Consequently the wage agreements accepted by the negotiating partners should not be 
considered the dissolution of the basic consensus, that is not as the beginning of 

a new period of redistribution to benefit employees. The collective bargaining 
partners must clearly demonstrate the continuing presence of the consensus. Failing 
this there is a danger that the postponement and spreading of investments may assume 
larger proportions than this projection considers likely. The only possibility for 
integrating large numbers of young people in the work process lies in the creation 
of new, profitable and internationally competitive jobs. 


Economic policy must contribute to the improvement of growth conditions, and it also 

mst create confidence. Ovotigum strategy should not be equated with economic muscle 

flexing. Economic policies should neither promise nor attempt short-term successes. 

The planning and execution of economic policies require circumspection and time. 

That is another reason why revival programs are not really suitable. Equally unsuit- 
able are massive cuts in public orders. The benefits of lower public debts are over- 
compensated by the damage suffered by the sectors largely dependent on public orders, 
such as the construction industry. 


One element of appropriate economic policies is the prompt stabilization of public 
investment activities. At the same time the state should encourage private invest- 
ment in the widest meaning. This includes, in addition to the reduction in invest- 
ment obstacles, the improvement of depreciation regulations in order to compensate 
the increased entrepreneurial risk. As it is imperative to avoid undue hesitation, 
persuasive decisions should be adopted as quickly as possible. 


The government would certain create confidence if it were to give definite signals 
in its own competence, for example with regard to pay. The greater job security and 
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the lack of a cyclical income risk for those employed in the public service should 
be reflected in wage agreements, This would help the consolidation of budgets as 
well as the avoidance of arbitrary hiring freeses. 


At the same time it will be vitally necessary to indicate clearly that corrections 
are required as regards subsidies and social legislation, 


Subsidies for energy (and especially oil) consumption are entirely wrong. Steadily 
more questionable also is preferential treatment of savings invested in financial 
assets. More and more doubte aleo arise with respect to the justification of the 
increasingly numerous sectional and regional subsidies. The gradual abolition of 
farm subsidies ie indispensable for a balanced and effective change in the etructure 
of public expenditures and revenues, especially because the German taxpayer thereby 
finances aberrations in the European Community. 


The experiences gained from social Legislation have taught ue that the outcome is 
not always ae desired. In view of the performance-impeding effect of high taxation 
on wage and salary earners, a correction of social services seems inevitable. One 
step in that direction would be the inclusion of unemployment compensation in tax- 
able income--proposed by the Federal Minister for Finance--and a regulation ensuring 
that the net incomes of retirees do not rise faster than of those etill in the work 
force. 


It will need a total conception for the government to do its part to overcome the 
economic weakness. Also required is the resolution to break so-called taboos, be- 
cause only thus will it be possible to arouse the necessary confidence in a prospe- 
rous medium-term development. By such a strategy the goal of budget consolidation 
may not be achieved quickly, but once achieved consolidation will endure. If the 
government is prepared to confront special interest groups head on, it will be 
credible even if the budget deficit should sometimes be greater due to economic con- 
ditions. 


1. The conversion of the production index and the expansion of the goods register 
may have caused a jump in the level. 


2. The Ifo Institute for Economic Research, Munich, assigns a higher risk than the 
majority of institute for price stability and thereby ultimately growth and em- 
ployment arising from monetary policies which aim at arousing expectations of 
D-mark revaluation by allowing exchange rates to slide. There is indeed a con- 
siderable danger that, consequent upon a steeper rise in consumer prices result- 
ing from devaluation, the labor unions may press for higher wages and that, 
therefore, the general inflationary push may gain strength. This scenario is 
quite likely because the labor unions tend to be preoccupied with the current 
rate of inflation. The Ifo Institute therefore considers present monetary poli- 
cies less damaging for medium-term economic development, despite the pressure of 
higher interest rates and smaller expansion of the money supply. 
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3, In the view of the German Institute for Economic Research, Berlin, the aberrant 
behavior of monetary policies and financial policies must also be taken into ac- 
count when appraising wages policies in 19860 and 1981. By the exaggerated reatric~ 
tive line they are partly responsible for the fact that wage contracts which 
might have been approximately market appropriate, resulte in an undue rise in en- 
trepreneurial costes and an undesirable redistribution, If the present economic 
policies are retained, the same damage threatens from thie year's contracts, 
though they are definitely more moderate, It should be pointed out that the 
scope for distribution is initially never quite rigidly defined but always affect- 
ed by the effects of economic policies, 





Incidentally, wages policies should be subject to the same requirements as the 
other two sectors: A medium-term and potential-oriented outlook. Wages policies 
are not suited to assume the function by procyclical reaction to equalize the ef- 
fecte of aberrant economic policies on production and employment. 
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The main aim of economic 
policy in 1980 was © reduce 
the rate of inflasion. To this 
end. special emphasis was 
given © monetary polics. 
The monetary program am- 
ed at reducing the growth 
rate of currency in circula- 
lion to a level significandy 
lower than that of money 
GNP. In fact, compared 
with a 20.7 per cem increase 
in money GNP. the growth 
rate of currency in circula 
nen in 1980 reached (57 
per cent. Furthermore. the 


grow® rate af money supply 
broadly defined (M3) slow. 
ed down during the firs hall 
ever, following we introduc: 
on al tune deposit, 
which bear interest rates 2 
to © percentage poinuw higher 
than those on other Ume de 


a. the growth rate of 
acelerested. Through 


cent agains: 2) per cent) 
nh year on year terms, the 
growth rate of currency in 
ciraulation and that of mo- 
ney supply broadly defined 
(M3) were both lower than 
the growth rate of money 
GNP. This implies that the 


of the economy, observed in 


demand for money narrowly 
defined (M1) was influenced 
by the interest rate policy 
pursued, which in turn w an 
important determinam of the 
level and structure of bank 
deposits and thus affects the 
arowth of broadly defined 
money supply (M3). During 
the carly months of 1980. in 
\erest rates on deposits were 
considerably lower than the 
rate of inflauion and this de- 
velopment affected che in 
tlow of deposits into the 
banking system. As a result 
the rate of growth of mone, 
supply (M3) slowed down 
-onsiderably. whereas curren- 
cy. in circulation and mone) 
-upply nerrowly defined (MI) 
continued to expand at rates 
higher than those set in the 
monetary program. This was 
duc 1o the fact that the slow. 
er credit expansion in the 
tirat hall of 1980 was [inanc- 


57 


vd 1 & eOns@eraDie extent 
Dy vredit ifatibulionea feeurt 
ne © Bank of Greewe funds 
The wend wes reversed in 
the wxond hel of iW 
when uve lamer inflow of 
deposits mio the banking ays 
tem led © an improvemen, 
) commercial Danke’ liquid) 
\) postion and permitted re 
peyment of «a substantial 
part of the overdrafts with 
the Hank of Greece. The in 
crease in commercial banks 
liquidity, particularly since 
N . made possible a 
faster credit expansion, de 
spite the Currency Conmwni: 
e's decision to raise their 
obligatory investment in 
\reasury bille by one percent. 
age point in October and by 
one more percentage point in 
November and to impose 
special reserve requirements 
with the Bank of Greece 
equal to | per cem of then 
deposits berween 15 Decem 
ber 1980 and 10 January 


1981 
INCREBA SE 

The subtsantial increase in 
ihe inflow of private depo 
vite into the banking system. 
following the introduction of 
special. high-interest bearing 
time deposits seoured ade 
quate financing for the priv 
ate sector, without excessive 
recourse to Bank of Greece 
funds At the same time 
however, the introduction of 
special tume deposits led to 
an imerease in commercial 
banks share in total private 
deposits, at the expense of 
the share of specialised cre- 
dit insututions, whose de 
pendence on Bank of Greece 
funds increased, thus exert- 
img an eXpansionar, effect on 
currency in circulation 

It should be pointed ou 
that the application of an 
effective monetary policy is 
seriously hampered by the 
reluctance of the Govern 
meni and of public enter 
prises to cover their borrow 
ing requirements by direc: 
recourse to the capital mar- 
ket under the prevailing 
terms of borrowing 








As «ready fold, ine 
growih «Of 6Menelary amare 
gates in 1980 wee slower 
ihan the corresponding rate 
of growth of nominal GNP 
However, the deceleration in 
monetary expansion during 
(980 can be atiribwied main: 
ly to the defen of the exter 
nal sector The contraction 
ary effect of the foreign sec 
ior of money supply was 
$3.9 bien drachmas in 
980 «6wheh Owes lalmon 
equal to the growth of Mi 
and M3. This implies that 
in an Open economy, lke 
Greece's, the monetary au 
thorities (together with the 
contro! of money supply 
jeither Mi or MS), mus at 
tach parvieular importance to 
the control of total credi: 
expansion to the public and 
the private sector Judged on 
this basis. monetary develop. 
menw both in 1980 and in 
the carly months of 198! 
cannot be considered  satis- 
factory Thus despite the 
relative restraint of credit 
expansion to the private sec 
tor, in 1980 total credit ex- 
panded at a rate close to 28 
per cent. This was due to 
the very high level of public 
sector borrowing = require: 
ments combined with the 
fact that these requiraments 
were largely met by bor. 
rowing from the country’s 
credit system and particular. 
ly by resorting to currency 
creation Public sector bor- 
rowing from the credit sve 
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4 INCOME, EMPLOYMENT 
AND PRICES 


| Nagonal lacome 

Despite a relatively good 
export performance the 
slowing down of economic ac 
uvity that had arted in 
mid 1979 continued into 1980. 
as a result of sluggish do 
mestic demand Both con 


Lem ahd (fom lOrelgn sources 
‘wWialled 1540 Billion drach: 
mas in 1980, compared with 
92.6 bilion in 1979. OF the 
amount We billion drachmas 
came from the Bank of 
Greece and 41.4 billion drach. 
Mas, from commercial banks 
These amounts accounted for 
14.6 and WA per cont re 
pectively of money supply ai 
we end af 1979 As a remlt 
vf this development, the pu- 
blic sector's delicit, as a per 
centage of nominal GNP 
rose from 6.5 per cent in 
1979 to 89 per cen: in 19K0 
DEEPLY ROOTED 

It should be stressed (hat 
monetary policy cannot suc 
ceed on its own. § Inilationary 
expectationg are © deeply 
roofed in the system Wha 
they cannot be allered by che 
use of a single policy instru. 
ment To this end, a policy 
of ‘arict monetary control 
shoyid be combined with a 
reduction of the deficih of 
the public sector, while at 
the same vume it is necessary 
io curb the growth of money 
incomes. Lastiv, it 8 essen 
tial to continue taking effect- 
ive measures (0 increase in- 
vestment and productivity 
The introduétion of :he new 
set of incentives has been 4 
major step towards encourag- 
ing productive invesument 
These measures, however. 
will bear fruit only « the 
Government eps up its ef. 
forts to eliminate = existing 
disincentives. 
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Another basic = conelusion 
is thal, under prevarling do 
We@piic and international eeo- 
nomic conditions, «4 policy 
of high interest rates is ine 
vitable, Al present. interest 
rates on both bank deposit 
and bank loans, although 
they are the highest since 
the last war, are in mos: 
cases considerably lower than 
leads (© an imbalance be- 
tween the ly of and 
the rate of inflation. Thi 
the demand for financial re. 
sources. High interes: rates 
are also essential for ba. 
lanceal payments purposes 


Governor Zolotas’ statement 
will be continued in Sun- 
day's paper 





than those observed either in 
the OECD countries (1 per 
cent) or in the EEC (13 per 
cent) Real income in agn. 








per cem i Ge year berore 
Services recorded a 25 per 
cem increase (1970: 4.7 per 


duction in the external de 


fiet as defined in national 
accounts. In fact the deficit. 
w-GNP ratio dropped to 19 
per cem from 3.4 per cent 
in 1979 

Totai consumption fell by 
0.3 per cent (197: +35 per 
cent) 

Private consumer expendi. 
ture dropped by .0.2 per een 
— compared with a mse of 
3.1 per cent in 1979 — while 
public consumption decreased 
by 04 per vent (1979 +59 
per cent) Aggregate fixed 
capital formation was 8.3 per 
cem lower than in 1979. 
when « had = increased by 
79 per cent. Investment in 
dwellings and ather buildings 
dropped by 16.1 per cent, but 
capital outlays on machinery 
and transport equipment in 
creased by 4.2 per cent. In 
1979 the former had in. 
creased by 6.7 per cent and 
the latter by 13.6 per cent 
Investment in the private 
eector droooed more (9.9 per 
cent) than in the public sec 
tor (3 per cent). following in 
creases of 7 and 109 per 
cem respectively in 1979. Af. 
ter the 1979 upturn. _ invest- 
men in manufacturing seems 
tu have increased moderate. 
ly in 1980. The recent enact. 
ment of new legislation on 
developmem incentives is 
expected to give a new im. 
petus to investment activity 
in this sector 


Greek agriculture into the 
EEC These include an ex 
per. mental apphoation of EF 
C directives on income al. 
lowanees to farmers, the se 
lechoo of criteria related to 
less favored areas. wnd the 
dreftung of plans for the im. 
provement of trade and ma. 
nufecturing networks for ag- 


ricultural products. 
4. Industrial Outpat 


The rate of growth of in. 
dustrial output continued to 
slow down during 1980. in 
pace with deceler ting do. 
mestic demand. In the first 
nine months of 1980 total in. 
dustrial outout rose by 4 
per cemt (1979: 7.7 per cent). 
while ouput in manufactur. 


tor minereais and ores, with 
the exception of bauxite and 
pumice stone which main 
tained their past export per 
formance 

Electricity output, nm the 
same ninemanth pened, in 
creased at a substantially 
lower rate (1080: 28 per 
cent; 1970: 7 per cent) re 
flecung the sluggish de 
mand for power, mainly in 
energy umenmve manufactur 
ing branches 


5. Emphoymem 


Slow economic growth © ° 
obvious repercussions « 
mand for labor in 1980 On 
the other side, labor supply 
expanded a little faster as 
the inflow of Greek workers 
fram abroad continued to 
outstrip the outflow As a 
result, both employment and 
the unemployment rate show 
ed a rise in 1980. In particu. 
lar, non agricultural employ 
ment is estimate to have in- 
creased by 2 per cent. com 
pared with 34 per cent in 
1979. The slow-down was par 
heularly evident in seconda. 
ry production, where employ. 
ment rose by 14 per com. 
against 2.8 per cem in 1979 


ber of employed increased 
by 1.1 per cem (1979: 27 per 
cent). whereas hours work- 
ed per capital dropped by 
1.4 per cent in the first nine 
months of 1980. against an 
increase of 11 per cem in 
1979. Employment develop. 
a —— sectors va 

employment 
dropped in construction and 
remained virtually unchanged 
in ___ transportation. higher 


6. Wages and Salaries 


According to available da 
ta. average nominal wages 
sector of the economy are 
estumated to have increased 
by at least 21 per cem in 











\vNU. compared with l.6 per 
cent 1970, and a rise in 
consumer prices, at average 
levels, by 4.9 per cent. Tax 
concessions on incomes earn 
ed in 1980, granted through 
the fiscal measures taken 


cantly to labor income. As a 
requit. real disposable in 
come for certain categores 
of wage and salary earners 
such as workers in manufac 
turing showed an increase 

While the rate of increase 
in average nominal wages 
and salaries in the urban 
sector accelerated in 1080 
average labor productivity is 
esumated to have declined 
by |. per cem, compared 
with increases of 26 and 3.5 
per cent in 1970 and 1978 re 
epectively As a result, the 
rate of inerease in unit la 
hor cost — which had slow 
ed down considerably = in 
1979 — rose once more (1980 
more than 22 per cent; 1979: 
15 cer cent. 1978: 17.9 per 
cent) adding to inflationa 
r. pecesures. In manufactur 
in. particular. on the ba. 
sis «f developments during 
the first nine months of the 
year, it is estumated)§=§ thet 
workers nominal hourly 
earnings rose in 1980 by 264 
per cent, compared with 206 
per cent in 1979 The sub 
Stantial increase wn hourly 
earings. combined with an 
estimated zero growth = of 
productivity. resulted in an 
acceleration of the ate of 
increase in unit labor cost in 
Uut sector (1980:264 cent. 
1979: 16.6 per cent). 

Although official esumates 
on factor shares in 1980 are 
nom yet available. there is 
litue indication that there has 
been any sgnificam change 
in the labor share in non-ag- 
rmcultural income compared 
with 1979 (about 51 per cent) 
7. Prices 

The rapid acceleration of 
the :nflation rate. which do- 
manated price develapments 
during 1979. was checked in 
1980. The rate of increase in 
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average annual levels how 
ever. monetarv§ exnansinn 
slowed down currency in 
cireulation: +155 per cent 
against + 185 per cent in 
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To deal with Uese adverse 
developments,  — parucularly 
Ue decelerauon in the growth 
rate of bank deposits, the 
authorities look cetrain cor 
recive measures. 
monetary policy, the mos 
‘snificant measure taken 
was the introduction of a 
ew Category of high interes 
beuring ume deposits. These 
measures favorably affected 
monetary aggregates. parti. 
Culccly bank deposits, in the 
vecond half of the year. when 
they increased at an annual 
rate nearly double the rate 
for the first half, This in 
crease in the flow of depo 


banks to settle overdrafts on 
Weir curremt accounts with 
Ue Bank of Greece. A sub- 


tem in 1980, although signi 
icant, was substantially low 
er un absolute terms 
Uwn the increase in domes 
uc credit expansion to the 
private and the pub. 
lic} «6sector @f the @&o 
nomy As a resuk, net do 
mestic credit = expansion. 
which is financed by the in 
crease in money supply (Ml) 
and the final deficit of the 
balance of payments. re 
mained at relatively high 
levels 

The analysis of the factors 
affectung money supply 
shows that its increase in 
1980 was due exclusively to 
the large public sector bor 
rowing requirements. The 
financial deficit of the pub 
lie sector reached 89 per 
cen of GNP in 19890. com 
pared with 63 per cent in 
1979. The high expansionary 
effect of the public sector on 
money supply was mitigated 
substantially by the contrac 
tionary effect of the external 
sector and of the private 
sector as well since the in- 
flow of private deposits out. 
stripped credit expansion to 
the private sector 
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slowing down of economic ac 
tivity that head sarted in 
mid 1979 continued into 1980. 
as a result of sluggish do 
mestc demand. Both con 
sumer and | .vestment expen 
diture dropped. mainly ow 
ing to the restrictive policies 
pursued, the fiscal drag and 
the impact of rising oil 
prices on the terms of trade 
Vet. a nse in agricultur 
al cushioned the im 

of falling domestic dh 
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the a 
cent) or in the EEC (13 
cent), Real tacome 





Aggregate = ekpenaiture fe 
mained virtually unehanced 


wm 1880 (+0) per eom, W790 
‘4.1 per cent Consum 
plan expenditure and inves 
mem in fixed capital drop 
ped, bul inventory acewmnu 
lation showed a rise. The 


penditure ’ 
duction in the external de 
fict as defined in national 
accounts. In fact the deficit 
wGNP ratio dropped to 1 
per cem from 3.4 per cent 
in 1979 

Tota! consumption fell by 
0.3 per cent (197: +35 per 
cent) 

Private consumer expendi 
ture dropped by .02 per een 
— compared with a mae of 
3.1 per cent in 1979 while 
public corsumption decreased 
by 04 per cent (1970 459 
per cent) Aggregate fixed 
capital formation was 8&3 per 
cem lower than in 1979. 
when & had == increased by 
7.9 per cent. Investment in 
dwellings and other buildings 
dropped by 16.1 per cent, but 
capital outlays on machinery 
and transport equipment in 
creased 4.2 per cent 
i | Output 


Owing to exceptionally fa 
vorable weather conditions 
and to productivity gains in 
certain basic products 
(wheat, maize) agricultural 
output roe by 10.2 per cent. a 
record figure for the last fif 
teen years. Impressive yield 
increases were achieved in 
wheat and maize following 
the use of improved seeds. 
Olive oil and citrus fruit out 
put also recorded § substan. 
tia! rises, while livestock out- 
put grew by 3 per cent (1979: 
13 per cent) 


Several steps were taken 
during 1990 to pave the 


Wey for the integration of 


Greek agriculture into the 
EEC. These include an ex 
per mental appheation of EE 
C directives on income al. 
lowanees to farmers, the se- 
lechon of criteria related to 
less favored areas, pwnd the 
drafting of plans for the im 
provement of trade and ma. 
nufecturing networks for ag 
ricultural products 
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entities financial invest 
ments, grew substantially 
and reached !73.1 billion drs.. 
cormpared with 91.4 billion in 
1979. As result, the financial 
requirements 40-GNP ratio 
rose fram 6.2 per cent in 1979 
wo 9.7 per cent in 1980. 
Outlays under the central 
government budget reached 
424.3 billion drs. in 1980, 
against 576.3 billion in 1979, 
having increased by 124 per 
cent, which comperes favour. 
ably with «a 25.5 per cent 
rise in 1979. In particular, 
expendiwres for wages, s®# 
laries and pensions rose by 
19.2 per cent (1979:25.0 per 
cent) and reached 160.2 bil- 
lion drs. Outlays for public 
debt servicing rose | ser 
(1980: 28.9 per cent; 1979: 
192 per cem), owing 
higher interest rates and the 
appreciation of foreign cur 


rencies. and reached 4.4 


billion drs. As & conse 
quence of the policy aiming 
at curtailing the rate of 

af government expen- 
diture, outlays under the gov. 
ernment ijvestment program 
remained a about the same 
level as in 1979 (1980: 643 
billion drs; 1970: 64.0 billion 


drs.) 


Centra government budget 
rovenme rose by 1448 per cent 
(1979: 26.2 per cent) total 
ling 3608 billion drs, com 
pared with 314.5 billion in 
1979. Revenue from direct 
axes increased by 29.5 per 
com and reached 104.5 bil 
lion dra (i979: 
lion), while indirec: taxation 
yielded 221.5 billion, record. 
ing & moderate increase of 
75 per cent (197% 22.7 per 
cent), The slowdown in the 


‘rate of growth of = indirec: 


taxes reflects mainiy the 
sluggiehness in economi ac 
tivity as well as a steep fail 
in demand for high tax yield. 
ing items, such as private 
cars. 


The above mentioned de- 
velopments resulted in a 63.5 
billion central - government 
budge: daficit, while the or 
dinary budget was balanced 
at the level of %60 billion 
drs. The deficit was financ- 
ed partly by the issue of 
treasury bills (37.4 billion 
drs.) and partly by borrow. 
ing from abroad (26.1 bil- 
lion). 


Expenditure under the ac 


1979. This large increase re- 
sulted mainly from a i530 
per cent rise in the oi! bill 
and «a 100 per cent increase 
in outlays for the purchase 
of maize, following #® new 
bumper crap in i980. Re 
cepts under these sccounts 
reached 598 billions drs., 
compared with 37.7 billion 
in 1979. The deficit amount. 
ed to 21 billion drm., com- 
pared with 20.7 billion in 
1979 of which 94 billion 
was covered out of the ordi. 
nary budget. 

Finally, totel outlays (cur- 
rent and investment) of pu. 





blic eatorprs 

‘Ailion dirs (ins 

lion), and revenues eaciuu 
ig depreciat nh d@uowanc. 
and some other minor item 
amounted to 135.1 billion 
Siaty-iwee per cent of the 
drs, (1979 107.2 billion). 
resuking defict of 64.6 bil- 
lon drs. (1979: 31.4 billion) 
was covered by domestic 
borrowing and the resi from 
foreign sources. 


The 1981 ccrtre) govern. 
ment budget provides for to. 
tal revenue of 466.3 billion 
dre (+29.2 per cent) and to 
tal expenditure of $54.3 bil. 
lion drs. (+29.9 per cent). 
The 85 billion drs de .cit 
will be financed by both do- 
mestic (59 billion) and for. 
eign (26 billion) borrowing 

The ordinary budget wii! 
be balanced a the level of 
457.3 billion drs, implying 
a 27.0 per cent growth rate 
both in revenue and in out- 
lays. Direct tax revenue is 
expected (0 increase at a 
lower rate than in i980, ay 
a resuk of the recem tax 
curs Indirect tax revenue. 
on the other hand, i expect- 
ed to grow by 29.9 per cent, 
compared with 7.5 per cent 
in 1980. 

The government investment _ 
program provides for a 64.2 
per cent growth in experdi- 
ture. which wiil reach 9% 
billion drs including a 5 bil- 
lion reserve). 

After Greece's accession to 
the Buropean Communities, 
the eccounts for a purchase 
of agricultural products and 
govermment supplies, will 
lose umportance, since agri- 

cultural commodities wi!l be 
handied by a special agenc, 
st up in the Ministry of 
Agriculture. The total cash 
deficit of this new agency 
and of the accounts for the 
purchase of agricukural pro- 
ducts and supplies 4 estim 
ated to reach 264 billion drs. 
compared with 647 billion 
in 1980 A 15 billion drs 
contribution by the European 
Agricukural Guidance = and 
Guarantee Fund and a fore- 
cast balanced oil account 
are the main reasons for this 
lower deficit. 











ine 6 the ret Game that 
fnenmial flows bei ween 
Grepee and the European 
Comumunities appear in the 
budger The net inflow (rom 
the EAC  eteneted 
reach 10.5 billion dre. Spe 
elfieally the ordinary budge: 
will be credited with 2) bi 
hon dre af Community funds, 
and we government invest 


ment with another 
7S billion fram the Com 
munity’s Fund 


Lastly 15 billion dre will be 
granted by the EAGOF '» 
the special agency which 
row Sandies agrieultur.| 
products Greece's contribu: 
ton to te Fer will amount 
to 143 billion drechmes 
Public emerprises’ = initial 
invesunem programe have 
been trimmed down a8 4 par! 
A olfical antiinflationar 
policy lt estimated thar 
expenditures will reach . 65 
billion dm, compared with 
55.6 billion in 1980. In par 
veular, the Public Power 
Corporstion is to imerease its 
invesument spending by «4 
mere 27 per com (1980: 46 
= cent) and the Hellenic 
clheammuncaions Organ 
gation by 17 per cent (198. 
29.1 per cent). Despite these 
moderate increases the total 
deficit af public enterprises 
is expected to reach 99 bil 
liom Ge (1980646 dillion). 
which will be covered 6, 
damestic and foreign borrow. 


™ 
Cc BALANC OF 

PA 

The current account def) 
cu imereased by 172 per 
1980. compared with $) 462 


mic activity and the sunning 
down of stocks sccumulated 
in 1979 reduced the demand 
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mic ; 

and abroad svbuantially af. 

the com a@f cur 

particu: 

inereas 

mn 1980. 

per cent 

10.8 

expend: 

ou , whieh 

ncreased by 32. cent to 

$2,928 allie, ee 
non of mmports rose 

0.8 ger cent, compared with 

28.{ per cent in the previous 

year This implies » lore 

fall in the voume of & 

ports, given the rise observ 
ed in Wmport owe 

Commodity empor cern 

increased at mah 


mend Eaport caermings in 
crepeed by 41 per cent and 
reahed $408 millon in 
}@80. compared with en in 
crease @f Sil per cen im 
1979 lt must be noted how 
ever. that excluding recerm: 
fram peiroeum product 
whch drepped by 6 per 
cent, the rete of increase 9 
capor carnings rises to 109 
per cent 

The «bove developmenu 
in visible trade led to « 10.2 
per cent increase in the trade 
dics (1979: 424 per cent) 
which reached $6410 million 
compared with $178 milion 
in 197° 








ie HOWOORR I interne 
tone! economie wetivily hed 
6 Wgelive effec! on invisible 
recgiple aleo Their rate of 
imerease dropped wo 48 per 
cont mm 1980, compared with 
Mi per com in 1970) Re 
compte from tourim end ship 
ping rose et ao subelantially 
lower rate, while emigrants 
romittemeee decreased in ab 
solute terme. Thus. deepite 
the slacker vate of increase 
in invisible payments (1979 
31.7 per cent, 1980: 146 per 
cent), the invisible trade eur 
plus in 1980 rose much less 
then in the previous year 
(64 per cent, against 26.9 
per cent) and reached 64.943 
mihon (1979 $4,206) mil 
lion) 
2 Caghent Movements 

In 1980 net private capital 
inflow increased considerably 
(295 per cent) end reeched 
$1,657 million while its com 


Potition , 
ly. In particular, f en 

deporiis by 
Greeks living abroad rose 


credity also increased, while 
capital inflow for the ur 
chase of real estate ran ain- 


Public = sector, borrowing 
reached $1.290 Lmillion in 
(980, compared .with $546 
million in 197%* Almost il 
— 5— 0 con 

benk borrowing which 
amounted to $849 million in 
1980 (1979 $150 million) 
Debt emortisetion peyments 
rose a well, and reached 
$526 million, compared with 
$442 million in 1979 Follow 
ing these developments. the 
country’s external public debi 
increased =oby = spproximetely 
2 per cent, while the deb: 
service ratio roee from 6° 
coy in 19D 











POLITICAL CYPRL 3 


POLITICAL LEADERS RETURN FROM TURKEY 
Nicosia BOZKURT in Turkish 8 Apr 61 pp 1,4 


[Text | KTFD [Turkish Cypriot Federated State| party leaders, who went to 
Ankara on Saturday as guests of the Republic of Turkey Ministry of Foreign 
Atftairs, returned to the island yesterday afternoon after completing talks. 
Upon their return to Cyprus, the political party leaders gave statements 

at the Ercan State Airport. They reported that they were extremely pleased 
with the meetings held in Turkey and that all their contacts were positive. 


Cagatay's Statement in Ankara 


In a statement given to the Anatolia News Agency before leaving Ankara, 
Prime Minister Mustafa Cagatay, who, as UBP ae Unity Party) chairman 
general, took part in the trip on behalf of his party, said that, prior to 
making decisions that will be considered important from the standpoint of 
the future of the KTFD, talks with che Turkish government are extremely 
beneficial. Cagatay pointed out chat the Greek Cypriot Administration has 
not been sincere in negotiations between the communities that have been 
underway for approximately a year. He said that, if the Greek Cypriot Ad- 
ministration maintains the same posture following the Greek Cypriot com- 
munity's elections, he believes that there can be no concrete development 
toward a solution to the proble. 


Konuk's Statement 


DHP [Democratic People's Party) Chairman General Nejat Konuk stated that 
the Greek Cypriot Administration does not want peace. It seeks an agree- 
ment that leaves the door open to enosis and is striving to ensure this. 
Konuk reported that if, with its elections, the Greek Cypriot community 
does not make a change in government and does not put into office those 
who seek peace, it will be impossible to take steps toward a solution to 
the problem. 


Cagatay's Statement 


KTFD Prime Minister Cagatay spoke to members of the press at the Ercan 
State Airport. He said, in summary: 








‘In our contacts in Turkey, we exchanged ideas on topics which are known 
and which have been determined to be basic to the existence and defense 
of the extsetence of the Turkish Cypriot community. 


"lI wish to state with great pleasure that, in the exchange of views that 
took place there, there was agreement among us on all topics accepted as 
fundamental that are related to Cyprus and, in particuler, that are related 
to the existence of the Turkish Cypriot community. This trip of ours was 
an extremely significant and successtul one from the standpoint of the 
Turkish Cypriot community. We are fortunate to see, once again, Turkey's 
unflagging interest in Cyprus. 1 wish to take this opportunity to put the 
Turkish Cypriot community at ease. I believe that its knowing that the 
Cyprus case is in strong hands and that the issue is being closely followed 
will give the community great pleasure. 1 also wish to take this oppor- 
tunity to offer, once again, our thanks and gratitude to the Turkish peo- 
ple." 


In response to 4 question as to whether or not the 28 June elections were 
mentioned during the talks in Ankara, Prime Minister Cagatay said, "The 
topic of the 28 June elections came up of itself. The elections are a 
legal requirement. We brought up that fact in Ankera."” 


Cagatay was asked if "Ankara had any suggestions or recommendations to make 
regarding the elections." He answered: 


"First, it is beneficial to state clearly that Ankara will present its 
views, does present its views, and has the most natural right to present 
its views regarding important decisions that we acknowledge that KTFD of- 
ficials must make. However, 1 believe that, other than giving us its opin- 
ion, Ankara cannot be considered to have any influence or to seek to have 
any intluence whatsoever. The topic of the elections came up on its own 
accord. During these talks, the need to defend the unity of the Turkish 
Cypriot community, which has been preserved up until now, was discussed. 
This view, which is already known and which is shared by party leaders, 

was brought forth in Ankara. That is all that was said." 


A member of the press asked if the economic situation that exists in the 
federated state was discussed in Turkey. Cagatay responded by saying, "In 
the days ahead, on 18 April if I am not mistaken, Zeyyad Baykara will come 
here with a delegation. We have spoken with hia about the economic and 
social topics that we will discuss upon his arrival. We repeated these 
this afternoon when we visited him. It will be possible to examine these 
economic and social issues in depth when Baykara and the delegation visit 
here and to make the necessary decisions." 


Durduran's Statement 


TKP [Communal Liberation Party) Chairman General Alpay Durduran, who pro- 
vided newsmen with information following Prime Minister Cagatay's talk, 











reported Chat contacts that were made were extremely positive. tie said, 
in summary: 


"We went to Ankare a8 representatives of the Turkish Cypriot democracy 
and, while there, we held talks that took on the most general form and that 
were even able to take the direction desired by the speakers. Views were 
exchanged on all issues. To see that the Turkish Cypriot democracy is ap- 
preciated in Turkey makes us feel, once again, fortunate. As @ result, we 
were extremely pleased. It is clearly seen by Turkey chat the Turkish 
Cypriots make up 4 community that truly has problems and that can solve 
ite problems. This, for us, brings us joy." 


Konuk's Statement 
Later, DHP Chairman General Konuk spoke to the press. He said: 


"Leaders of parties that are represented in parliament and party assistants 
visited Turkey together. Turkey is our motherland. Turkey played an in- 
measurable role in our achieving our current freedom and independence, We 
have solved all of our problems together with Turkey. 


"Ie has become a tradition today to invite political parties to lay the 
groundwork for discussions and to hold discussions with the statesmen who 
hold posts in the Turkish administration. This tradition continues. We 
feel very pleased and fortunate to bring up our problems and to exchange 
ideas, in an intimate and reciprocal manner, with the statesmen who took 
office in Turkey following the 12 September action. Turkey is very much 
aware of all of the problems of the Turkish community on Cyprus. and it is 
determined that they be solved. We are deeply pleased to be able to point 
this out once again. The Turkish statesmen made it known that they feel 
great pleasure from the fact that they have absolutely no doubt chat the 
Turkish community in the Cypriot nation will be under no pressure nor will 
be influenced in any manner whatsoever in the elections to be held 28 June, 
that the Turkish Cypriot community will express its own free will, and that 
democracy will, once again, be firmly installed." 


Ozgur's Statement 


CTP [Republican Turkish Party) Chairman General Ozker Ozgur spoke to re- 
porters, saying: 


"We, as the CTP, were concerned about one topic following 12 September. 
Would there be any change in the policy regarding the Cyprus issue pursued 
by the new administration in Turkey? We sought « chance to visit Ankara 
to discuss this with the new administrators. This was our opportunity. 
The Republic of Turkey Ministry of Foreign Affairs sent us this invitation. 
We were extremely pleased. We discussed this subject, and we saw that 
there has been absolutely no change in the position on the Cyprus issue 
taken by the Republic of Turkey since 12 September. Ic defends the 











validity of the decision taken by the Lederated assembly on 5 November 
1976. It wae a decision that had already been made by the federated as- 
sembly. Ankara upholds this decision and, within thie framework, will con- 
tinue to seek peace through negotiations between the communities, Ankara 
views the community as a unit, and there is no question of its interlering 
in the democratic process within the Turkish Cypriot Federated State. We 
did not see the smallest evidence of this. This, too, gave us great plea- 
sure," 


The parliamentary delegation that returned to the island was met at Ercan 
State Airport by several ministers, deputies, and other officials. 


Compositio. of Delegation 


As is known, the KTFD parliamentary delegation that went to Ankara Saturday 
consisted of chairmen and secretaries general of the political parties 

that have seats in the federated assembly. The delegation included Cagatay 
and Irsen Kucuk from the UBP; Durduran and Fuat Veziroglu from the TKP; 
Konuk and Lemet Kocak from the DHP; and Ozgur and Necai Talat Usar from 

the CTP. 
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POLITICAL DENMA'K/G! Bi 


GOVERNMENT DECIDES ON WORDING OF FEBRUARY 1982 EC PLEBISCITE 
Godthaab GRONLANDSPOSTEN in Danish 19 Mar 81 p 13 
[Article: "Do You Wish Greenland to Remain in the &C?") 


(Text) This is the question to which the voters will reply Yes or No in the ad- 
visory plebiscite next year. 


"Greenland's relations with the EC are a national concern. The real decision wil) 
be made in the Folketing. The government therefore proposes an advisory plebis- 
cite in Greenland. The result can only charge the government and the Parliament 
with taking a certain political position during the coming negotiations with the 
national authorities on relations with the Ec." 


In summarized form, this is the government's argument for the plebiscite being 
made advisory. 


Government chairman Jonathan Motzfeldt on Monday presented to the Parliament a 
proposed law on the plebiscite. The wording is: "Proposal for a parliamentary 
law on a plebiscite on continued application to Greenland of the EC treaty.” 


Close, Unofficial Cooperation 


"The proposal was worked ou in close, but unofficial cooperation with the national 
authorities. It has been forwarded to the Ministry for Greenland, so that we shall 
have an official acknowledgement,” said Jonathan Motzfeldt. The parliament wished 
to give the plebiscite a legal foundation. "Mainly for the record,” Motzfeldt 

went on. “In this way it will be possible to charge the municipalities with ad- 
ministering voting locally. And the parliament will have the opportunity to set the 
rules for the voting--whether it is to be advisory or binding, who is to vote and 
where the voting is to be done, etc.” 


EC Member Or Not 


The theme of the plebiscite should be brief and clear. A plebiscite is not suit- 
able for throwing light upon several complicated alternatives," declared the 
government chairman. (It is apparent from the law proposal that the voters are to 
reply Yes or No to the question: “Do you wish Greenland to remain in the EC?") 
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Voting in February, 1982 


"The government proposes that the plebiscite be held at the end of February, 1982. 
An eventual withdrawal could then be implemented at the end of 1982 or early in 
1983. With the plebiscite set for that date, it is the government's opinion that 
adequate time for information has been allowed. There will also be time to pass 
the necessary legislation after the voting. The parliament will thus have the op- 
portunity to make the final decision at the spring session in 1982," said Jonathan 
Motzfeldt. 


A United Parliament Prepares for the Plebiscite 


Government chairman Jonathan Motzfeldt: "I hope the Danish government and the 
Folketing will take note of this unity as we now contact the national authorities." 


A united parliament favors the proposed law that establishes the framework for the 
advisory plebiscite on Greenland's future relations with the EC. The Siumut [pro- 
socialist party) and the Atassut [pro-Danish party) have divergent opinions on de- 
tails in the proposed law. These will be dealt with in an ad hoc committee prior 
to the second reading. 


There is agreement, however, on the overall principles: 

l. The plebiscite is to be advisory. 

2. The plebiscite theme is to be clear, so that the vote can be Yes or No. 

3. The plebiscite authorizes the government to negotiate with the national author- 
ities concerning the procedure for Greenland's withdrawal if the result is No to 
EC. 

4. The plebiscite is to take place at the end of February, 1982. 

Siumut's Viewpoints 

Siumut chairman Sofus Joelsen: 

“This matter is of vital importance to Greenland. The government has now opened 
the way for a plebiscite. We stress that the possibility is there because the 
Siumut party is in the government. We favor the plebiscite warmly. We shall re- 
spect the result, of course. 

"Withdrawal from the EC is possible, as Algeria has demonstrated. The Faeroes, 
part of the national realm, is not a member of the EC. We obtained home rule 
because we wish ourselves to be responsible for matters that concern us. The EC 
is clearly an obstacle to self-determination. Therefore we advocate the 
plebiscite.” 

Atassut's Viewpoints 


Atassut's chairman Lars Chemnitz: 











"In the plebiscite of 1973 on EC membership 70 percent of the votes were against 
membership and 20 percent for. Voter participation was very low. Since that the 
opponents have unblushingly claimed at every opportunity that the people of 
Greenland oppose membership. They still assert, almost 10 years after the plebis- 
cite, that 70 percent of people oppose membership. Atassut favors the plebiscite 
to test the correctness of this assertion," declared Lars Chemnitz. 


He commented on some of the paragraphs of the proposed law. 
On the wording of the theme, he said: 


"Siumut has learned from experience and has formulated the theme very simply, in 
contrast to the miserable formulation of the alcohol plebiscite. It is noted in 
the introduction to the proposal that the government will enter into negotiations 
on conditions for Greenland's withdrawal from the EC. But is not just a lack of 
a sense of reality to believe that the EC will offer agreements without knowing 
whether Greenland will withdraw from or stay in the EC? Atassut is very much 
afraid that the EC will initially ask: ‘Will you stay in or will you withdraw?' 
Not until we know can we answer." On behalf of Atassut, Lars Chemnitz declared 
himself satisfied with the establishment of the ad hoc committee. Members of the 
committee are Hendrik Hielsen, Preben Lange, and Sofus Joelsen, all of Siumut; 
Lars Chemnitz and Konrad Steenholdt, of Atassut. Government chairman Jonathan 
Motzfeldt: "I am happy to know that the government now has a mandate to examine 
the situation to find out what importance a possible withdrawal from the EC will 
have for Greenland. This mandate is absolutely necessary when, within a short 
period of time, we shall talk with Anker Jorgensen. 


Algeria and the Faeroes 


In a speech, Lars Chemnitz rejected Siumut's example of Algeria and the Faeroes as 
proof that Greenland, as well, can withdraw. "There is no historic, linguistic, 
or other similarity between Algeria and Greenland. And it is fantastic that our 
government has not taken note of the serious economic difficulties the Faeroes 
have gotten into because they are not EC members." 


Sofus Joelsen, Siumut: 


“We mentioned Algeria only because it shows that it is possible for a country to 
withdraw. It has nothing to do with Algeria as such." 


Government minister for economic affairs Lars Emil Johansen: 
“Lars Chemnitz has brought up the economic situation in the Faeroes. Even though 


the matter is not on the agenda I must say that the situation in the «aeroes vis- 
a~vis the EC is completely different from Greenland's as concerns the fisheries. 


The Faeroes must ask the EC for access to fishing in EC waters. In Greenland the 
converse is true. Here, the EC must ask for fishing rights in Greenland waters 
for EC fishermen." Lars Chemnitz: “Lars Johansen's remarks are not relevant to 
the law proposal we are discussing, and I shall make no comment." 








Jonathan Motzfeldt in conclusion: 


"IT assert that we can now work toward an advisory plebiscite at the end of Feb- 
ruary, 1982, and that the government can get into contact with the Danish govern- 
ment. I hope that both the Danish government and the Folketing will take note of 
the unity in the parliament that now reigns in this matter." 
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POLITICAL a Ae ‘ 


ARTICLE ON PASOK RY FINANCE MINISTER PUBLISHED 
Athens AKROPOLIS in Greek 19 Apr 61 pp 1, 19 
icle by Finance Minister (Miitsedie/ 5* "PASOK is « Marxist Party"; Passages 
in boldface, 


nclosed in slantlines printe 


/Text7 PASOK is a Marxist party. Its leader has repeatedly said so, Its official 
documents reaffirm this. In his book, "Transition to Socialism," A, Papandreou 
states unequivocally: /PASOK has declared that it is a Marxist party./ But its 
ideological identity is not shown by ite declarations alone. It is shown by the 
policies itadvocates, ite way of thinking, ite organisation, ite method. On page 
55 of the PASOK book "On the Ideological and Political Profile of the Movement," we 
read: 


"That PASOK is a Marxist party is shown, beyond any declarations, by the methods 
of analysis it uses...ite theses as expressed by its texts and by its daily 


struggle." 


Related to this also is the assertion we find in its pamphlet "Socialist Transfor- 
ration,” page 15: "PASOK, according to ite official texts, is our country's 
Socialist movement and as such it cannot be anything but Marxist," 


Of course, to claim that every socialist movement is necessarily Marxist is 
arbitrary of course. There are many socialist parties which are not only non- 
Marxist but they even fight ageinst Marxiagm, while there are other parties such as 
the Communist Party which claim that for a system to be considered socialist it 
must be more than Marxist. It mst also be Leninist. “hat is important in this 
case, however, is that PASOK equates socialism with Marxian. 


But one may raise the question: Since PASOK iteelf admits that it is a Marxist 
party, what is the meaning of an effort to prove its ideological identity? Is 
it not like trying to break in through unlooked doors? 


Certainly there would be no reason to waste time to show what PASOK is about if 
ite policy and propaganda were fully in conformity with ite ideology. But this is 
not the case. PASOK has deliberately cultivated unprecedented confusion around 
iis chacecter and its intentions. It uses a different propaganda for the few and 
another for the many. It says one thing to its cedres and another to the public-- 
one thing today and another tomorrow. In this way it has been able to "trouble 
the waters" to such an extent that there are people who give it their support 





not because they believe that it will do all that it advocates, but because they 
believe that...it will not do all it says or that it will do only the things they 
like. This is a dangerous illusion which may lead to very unpleasant surprises. 


Deliberate Confusion 


But why does PASOK find it necessary to appear under different guises and to 
cultivate such confusion? Simply because it knows very well that it will never be 
able to come to power only on the basis of ite Marxism and the revelation of its 
real intentions. Naturally PASOK is not breaking new ground in this. It has 
learned from the experience of the Commnist movement and imitates one of its oldest 
tactics. As we know today--and we paid a heavy price to gain this knowledge--the 
communist parties widely use deceitful slogans. They hide behind several disguises. 
They resort to stratagems. They pretend to be "national liberation movements," 
"peace movements," "cultural movements," and the like. They set up a multitude 

of "front organisations" which are in effect traps to snare the naive, the 
unsuspecting, the uninformed. PASOK follows similar tactics: 


First, it has a current of ideological propaganda addressed to the few, and other 
currents of vropagenda addressed to various strata and categories of people. The 
ideological propaganda is fairly "incomprehensible" and can be kept away from the 
many. The other, the "mass" propaganda, is conducted with slogans and promises. 
These /discrepancies/, of course, cannot ve kept from the many. But the latter-- 
who see the inconsistencies and the contradictions between the ideological and the 
mass propaganda--reassure themselves with the thought that this is a "clever 
tactic" serving the objective of the movement. The goals justify the means. 


Second, when party documents become public, revealing PASOK's Marxist character 
and its kinship with KKE, PASOK denies their authenticity or removes them from 
circulation or simply denies that they represent its views. And when its true 
intentions are shown to the people, it protests that its political theses are 

being distorted, but it does not say exactly in what sense they are distorted. 


Third, /PASOK7 makes apparent modifications in its theory and policy as concerns 
points which may create mistrust or reservations against it. For example, because 
the results were disappointing or even deplorable, Marxist models were implemented. 
/PASOK7 rejects all socialist models in Eastern Europe and the Third World. It 
tries to create the impression that it will implement something else and that it 
will succeed where all others have failed. At the same time, however, it avoids 
showing exactly where it differs from the foreign Marxist models. It covers up 
their more repulsive aspects, and it avoids denouncing their actions which 
indirectly embarrass the Marxist movement itself. 


Finally, /PASOK/ makes certain imprecise distinctions which are meaningless, such 
as the declaration that it is a Marxist movement but not dogmatically Marxist or 
that it uses marxism only as a method of analysis. 


But Marxism is a specific political philosophy. There are not several Marxisms. 
There are no individually tailored Marxisms. /*hen someone says that he is a Marxist, 
he must at least accept the fundamental principles of Marxism. He cannot keep some 
and reject others. Marxism is a system. if one takes away from it one essential 





part, the whole system crumbles. Then what is the meaning of the assertion that 

ASOK7 uses Marxism as a method of analysis? When you see reality from the view- 
point of a certain ideology, you reach certain findings and conclusions and you 
act accordingly. It is not possible to view the world in a Marxist way and to act 
in an...antitiarxist way. This is the epitome of absurdity. 


PASOK's Real Intentions 


It is very important, therefore, that we all understand PASOK's real character 
which derives not from ite daily demagogery but from its ideology. We need to 
grasp its real meaning and to understand its real intentions. PASOK itself provides 
a great deal of material, and in spite of its careful and often ambivalent wording, 
it tells us quite clearly what it is and what it wants to do. 


In its 4 March 1979 issue, PASOK's official newspaper EXORMISI writes: "PASOK 

as a Marxist movement rejects the self-description and the elevation of the 
democratic process to a goal in itself, as an expression of petty-bourgeois 
ideology. If the democratic process becomes a goal in itself the movement will no 
doubt be trapped from within. For this reason, PASOK views the democratic process 
only as a ‘weapon in the hands of the organization,' decisively contributing to 
an increase of its collective activity and not as a deterring barrier and as an 
action neutralising factor.” 


Beneath this symbolic wording that can only be understood by those who have been 
initiated into Marxist thought, we can see clearly the anti-democratic nature of 
PASOK's intentions. Certainly the democratic process is not a goal in itself. 
Not democracy, not even freedom is a goal in itself, But when we say it we mean 
something entirely different from what PASOK has in mind. +e perceive them as 
conditions of our life, precious conditions which we are not willing to sacrifice 
for any reason, for any objective. But PASOK does not consider them conditions 
of life; it considers them as plain means for /attaining/ its objectives. It 
uses the democratic processes, it uses democracy only as long as they are useful, 
as long as they serve its objectives. It is ready to throw them in the waste- 
basket the moment they cease to be useful or threaten its plans. 


PASOK--just as the dictatorial wing of the Commnist movement--does not believe 
that it can implement its program under conditions of democratic freedom. It 
wants democratic freedoms as long as they are in the o ition. When in power, 
however, it does not want /these conditions of freedom/. It knows in advance 
that if it tries to ement its program, it will fall from power before the end 
of its /parliamentary/ term or it will lose the following elections. 


This explains its opposition to social democracy. let it tend now that it 
cooperates with the socialist parties of western Surope. differences between 
them and PASOK are fundamental and irreconcilable. They have never been bridged. 
It is like the difference between "black and white," as Papandreou states on 

page 5 of his book, "For a Socialist Society": "For PASOK it is a matter of 
basic principle to distinguish itself from the socialist parties of Western 

Rurope. It is not simply a question of how extensive the itate intervention should 
be, it is a matter of principle and we will say we are not social democrats," 

says the leader of PASOK on the same page. And this because "the West's social 











democracy should not be judged by its declarations but by its actions." 
For Papandreou “social democracy is capitalism with a polite face” (interview with 
TA NEA on 3 November 1975), 


For this reason PASOK believes that the "socialist transformation cannot be 
accomplished with marginal reforms" because such reforms are "absorbed by the 
capitalist system, are formed within its context and help its perpetuation" (PASOK, 
"Socialist Transformation," page 30). This thesis is reaffirmed by Papandreou 

on page 3 of his book "For a Socialist Society," where he states: “Our goal is the 
socialist transformation of Greek society and a condition for achieving /such 

a transformation/ is the realization of structural changes." Papandreou leaves 

no doubt that the radical and structural changes which constitute the precondition 
for the socialist transformation of society form the "touchstone of socialism." 
PASOK therefore believes that it will fail politically if it is obligated to limit 
itself to "marginal reforms" since this will undermine its march toward socialism 
and will force it to follow a social democratic policy. 


In fact, PASOK's differences with the parties which regard democracy a permanent 
and decisive framework of their policy are so fundamental that it has come into 
disagreement ev 1. with the Communist Party of Italy because the latter has 
rejected the "d ‘:tatorship of the proletariat" and wants socialism with democracy. 


Much to the point is the speech made by Papandreou on 9 September 1979 to the cadres 
of PASOK's central and local organizations, when he esid that "the position of the 
party is that it wants a radical change of the social structure which is necessary 
if we are to satisfy the demands of the working people. This has tremendous 
consequences, It completely separates us from the social democracy of either the 
German type or of the Italian Communist Party and its allies, because we do not 
telieve that the capitalist system contains any potential for change through 
marginal reforms and improvements." With these theses PASOK is placed more to 

the left than even the Italian Communist Party. 


PASOK defines even the time frame for those changes. "The radical structural 
changes should be achieved within a fairly short time," writes Papandreou on 
page 13 of his book "March Toward Change." His party is not satisfied with 

"a fairly short time" and wants "a rapid change in society." Because "the change 
in the state structure is an indispensable precondition for the radical change 
in the social structure" ("Transition to Socialism," page 17). 


Constitutional Change 


PASOK, in other words, does not merely aim at replacing one policy with another. 
It aims at changing the consitutional framework with another. Of course, it 
offers the pacifying reassurance that this will be done through the popular vote. 
But Papandreou, apologizing to the all-powerful Marxist wing of his movement lest 
they imagine that he has any liberal inclinations, hastened to explain: "The 
rise of the left coalition to power with the public wote is not in conflict with 
the thought of Marx although it is of course outside the leninist area." But 
this explanation is meaningless nor does it prove PASOK's democratic intentions. 
Because it is one thing to talk about how a party comes to power and entirely 








something else how it uses it. There have been other parties which came to power 
through the popular vote but which used power to totally deprive the people of 
their democratic freedoms and impose a totalitarian regime. 


It means little, therefore, how PASOK intends to come to power, but primarily 

how it intends to use it. And what it says in this regard is not at all reassuring. 
As is known, Papandreou has warned more than once that he will not only implement 
®} vram but will enact "a new socialist constitution” which will establish and 

fii se the political, economic and social structures in the country. He says 

so in his book "Transition to Socialism." So if we were to become a Marxist 
country we would not be able to return to a non-Marxist country even if this wre 
the wish of the majority of the Greek people. By voting PASOK we seal our fate. 

If tomorrow we find out that it is not what we expected we will mot be able to 
deprive /PASOK7 of power. The "great change" will be the end of all change. 


The justification exists. It is that “it will be inexcusable naivete to believe 
that these substantial structural changes can be realized with the implementation 
of some 5-year plan under conditions of unrestrained control by big local and 
foreign capital" (A. Papandreou, "For a Socialist Society," page 22). 


The PASOK chairman deliberately confuses at this point the political with the 
economic system, liberal democracy with "big local and foreign capital" and 
regards the aboliti of one as a condition for the elimination of the other. 
In other words, he is telling us "to be relieved of the capitalists you mst 
first be relieved of your political freedoms." But how come he believes that a 
change in the economic system is impossible without a change in the political 
system? How come he believes that to realize his socialist experiments we must 
allow him to bind us hand and foot so that we will be unable to stop him if his 
experiments bring about misery for us? 


The country's present constitution, which he calls "anti-democratic and servile" 
places no barriers to any change in the economic system. It does not prohibit 
the implementation of amy economic and social policy. It entrusts such a decision 
without conditions or limitations to the sovereign will of the Greek people. if 
the Greek people do not want today's economic and social system they are free to 
support another party which will implement a different system. But /the constitu- 
tion/ absolutely safeguards the people's right to restore the previous system or 
to support another if the system they tried has disappointed them. PASOK does 
not recognize that the people have such a right. ASOK's/ "socialist constitution" 
is a one-way street which leads in only one direction. It places beyona control 
and criticism the economic policy of the governing party and forbids ite abandon- 
ment. 


The main characteristic of all totalitarian mover. ite is their unshakeable 
certainty that they possess the totality of poli ‘ al wisdom; that the implementa- 
tion of their program is of such tremendous importance; that everything mst be 
sacrificed to it; and that even the rules of the "political game" mst be adjusted 
to fit their views. Also that those who dare to question these "truths" are by 
necessity at fault or have suspicious motives, and therefore they must be deprived 
of the right to have an opinion and to pursue what they consider sound /policy/. 











Such Le the cage with FAD K, 10 does not want am obstacles on ite course even 
when such obstacles come from the popular will. Ite program must be put into 
effect come what may. 


For thie reason there must be « /plan for immediate action/ which wil) avert eny 
effort to oppose the march toward Marxiam, to quote Papandreou ("Transition to 
Socialiam,” page 67), who further estates that PASOK's firet and wost critical 
task “is to move toward the basic change of the state atructure and of ite 
critical agencies" ("Transition to Socialiam," page 67). Of course, only a 100 
percent new constitution will offer the necessary legal cover for PASUK's 
“earthahaking" program. in his book (A, Papandreou's "For « Socialist Society," 
page 49) he etates: "The initial amnesty or the tanks gave the Right the oppor- 
tunity to establish iteelf, to win « large parliamentary majority and to enact ite 
/un-free constitution/...which pute into effect the reactionary institutional 
legisiation of the New Vemocracy.”" 


Consequently, @® precondition for the implementation of FASOK's program is to have 
the /un-free constitution/ changed, to be repleced by "ae new constitution which 
will sanction the conquests of the people, that is, the /socialist structure of 
the state/"("Transition to Socialism," page 17). PASOK has repeatedly emphasized 
that "the realisation of the estructural changes which quarantee the peaceful 
march toward the socialist transformation must be established and sancté oned by 

& new comtitution which will become one of the first taske of the government 
("Transition to Socialism," page 23). /Thie is/ because “the ch. «oe of the state 
structure is an indispensable condition for the radical change of the social 
structure ("Transition to Socielism," page 17). 


But what is importent is that from the moment the "new socialist constitution” is 
enacted, it will ban “any opposition to the new structure of the stete” ("Transition 
to Socialism"). In other words, once we become a Marxist country we cannot change 
our mind. In this way, PASOK will travel on a road of no return. 





These theres are reaffirmed by the position held by Papandreou on the obligatory 
ideologice. position and the role of the parties under the socialist constitution 
he envieions. One reading pages 26 and 27 of the book "Transition to Socialian" 
will find: 


l. "The multipartism ina socialist society functions in the context of a 
socialist constitution. The parties, in other words, which function in the 
context of a socialist society must accept the constitutional framework which 
establishes sociselism." 


2. “The acceptance of the socislist constitution is not just a formality. It 
means that the parties are essentially allies in the task of building socialism. 
Their differences refer only to the choice of «a specific course." 


3. “These differences are resolved within the framework established by the socialist 
constitution. 4th the development of the socialist society and the toning down 
of class and strata conflicte the political significance of parties is diminished." 











It ie obvious that in FASOK's socialist society the political significance of We 
parties will be diminished and the parties wil. not be allowed to question at, 
On the contrary, they will be required to work for the building (of socialian, 
on @ One-way street without end and without return, One which is beyond questiun. 


Papandreou calis this form and meaning of the parties as multipartienm and to 
remove any doubt he concludes: “Therefore, multipartiam in a socialist society 
functions within the framework of @ socialist constitution.*® 


in other words, the parties which will dare t exercise criticiom of the program 
he plans to put inte effect and which will try t& change it, will automatically 
be outlawed as.../unconstitutional/,. 
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MILITARY FRANC! 


AIMS, METHODS OF MILITARY SCUBA TRAINING VIEWED 
Parie LE FIGARO in French 16 Mar 81 p 6 
[Article by Pierre Darcourt: "Defense: The Infantry Learns to Dive") 


[Excerpt] An AMX 30 tank's success in crossing a river or stream alw ys depends 

on the accuracy of prior reconnaissance by divers. There have been diving specialists 
in the army's engineering division for a very long time to carry out certain specific 
underwater missions. Putting the "submersible" AMX 30 tank into service in 1967 led 
to intensive recruiting and the establishment of a school ior training diving special- 
ists to assist with stream crossings. 


The army's diving school is located at La Valbonne (near Lyon), where the Fourth 
Engineering Regiment is stationed. Depending on the missions which may be assigned 

to them, it trains two kinds of divers: crossing assistance specialists, capable 

of compressed-air dives of up to 8 meters, and underwater operations diving special- 
ists, capable of diving to depths of up to 30 meters using supercharged oxygen mixtures. 


The mission of crossing assistance specialists is to facilitate crossings of 
"submersible" or amphibious armored vehicles, to reconnoiter stream approaches and 
banks, and to provide the equipment for the site. During the crossing, these 
specialists guide the vehicles and, in the event of difficulty, rescue personnel. 


A Rigid Selection 


In addition to the normal missions assigned to all divers, underwater operations 
specialists perform extended deep dives and difficult operations: assembly of meta) 
units, repair of sluicegates and floodgates, removal of submerged obstacles using 
explosives. 


To train these divers, La Valbonne's ultramodern school has a highly functional 
building equipped with 5.8- and i5-meter diving tanks. A television system makes 
it possible to follow the divers’ movements from the outside. 


Tank and rescue teams are trained at the "Rhone Bridge School" in a submersion basin 
that can be emptied in less than 1 minute in the event of accidents. The school's 
doctors and nurses are qualified divers, of course, and have a permanent hyperbar kx 
chamber (pressure control by means of submerged caissons) that is unique worldwide. 
Every unit performing deep dives in a natural setting is accompanied by appropriate 
equipment (mobile recompression chamber and resuscitation units). 
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The diver training course lasts 8 weeks. Selection is rigid. For the tirst 3 weeks, 
trainees devote 2 hours of each day to diving, 2 hours to sports and 4 hours to 
classes (physiology, physics, equipment and special clothing). 


There is an elimination test in the third week: depositing equipment (tanks, fina, 
belt) at a depth of 8 meters in a gravel pit, ascending again to the surtace and 
redescending to put the equipment on again. The other 4 weeks include: reconnais~ 
sance in gravel pits and lakes, underwater orlentation, use of explosives, lifting 
of shipwrecks, and repelling down to reach difficult crossing points. 


Ihe final endurance test includes a dive, 7 hours of paddle navigation, a 30-km 
hike, exploration of a site, swimming upstream tor about 30 km in fatigues, and 
attacking a target at the end of the distance covered, 


rollowing this rigorous training, divers of the engineering and cavalry divisions 
are prepared to carry out all combat missions that would be assigned to them in 
the event of conflict. 
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MILITARY FRANCE 


NEW ARTILLERY FLRE CONTROL COMMUNICATIONS SYSTEM 
Paris TERRE LNFORMATION in French Mar 81 p 7 


[Text] Intended to equip conventional surface-to-surface artillery regiments, the 

ATILA (Automation of Artillery Fire and Communications) system was designed to: 
~increase the availability of fire; --improve firing accuracy; --assure the communi- 

cation of data; --substantially reduce operating periods between calling in for 

fire and the opening of fire. 


The system basically includes: --two computing and communications units at the leve!) 
of the regimental CP |Command Post], based on an IRIS 35 M computer; <--<tei. mobile 
teleprocessing centers (CTM) placed with each of the communications batteries and 
ms, tor utilization of intelligence and determination of firing data; --twenty-five 
message kits (CMS) placed with observation detachments and each RATAC [Radar 

ir d'Artillerie de Campagne: Field Artillery Fire Radar] units, to provide auto- 
natic communication of intelligence and calls for fire; --twenty-four remote data 
lisplay systems (one per weapon) providing communication of firing data to weapons 
without any risk of error. 


Combined with other modern fire assistance resources that will be deployed at the 
same time (mini Doppler radar and laser telemeter in particular), the ATILA system 
will make accurate firing possible at the outset. [t will give .he commanding officer 
the opportunity to have, in real time, constant data about the enemy and friendly 
units. Finally, it will provide rapid and reliable transfer of communications. 


The tirst regiment will be fully equipped by March 1981. Other regiments will be 
equipped later, at the rate of two and then three regiments per year. 
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